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Re:  Ping An Insurance (Group) Company of China, Ltd. S
Information Furnished Pursuant to Rule P L

12g3-2(b) under the Securities Exchange Act of
1934 (File No. 82-34809)

Ladies and Gentlemen:

Enclosed please find a copy of each of the documents to be furnished to the
Securities and Exchange Commission (the "Commission") pursuant to subparagraph
(1) (iii) of Rule 12g3-2(b) (the "Rule") under the Securities Exchange Act of 1934, as
amended (the "Exchange Act"). In accordance with subparagraphs (4) and (5) of the
Rule, the information furnished herewith is being furnished with the understanding
that it shall not be deemed "filed" with the Commission or otherwise subject to the
liabilities of section 18 of the Exchange Act, and that neither this letter nor the
furnishing of such documents and information pursuant to the Rule shall constitute an
admission for any purpose that Ping An Insurance (Group) Company of China, Ltd., a
joint stock limited company incorporated under the laws of the People's Republic of
China with limited liability, is subject to the Exchange Act.

Information Submitted Herewith

Documents which the Company is required to furnish to the Commission
pursuant to subparagraph (1) (iii) of the Rule are set forth in Annex A attached hereto.
With respect to documents for which an Engllsh version or summary is available,
copies of the documents are enclosed herein.! With respect to documents for which
no English language version, translation or summary has been prepared, brief
descriptions of the documents are set forth in Annex B attached hereto.

If you have any questions in connection with this matter, please contact the

undersigned person in Shenzhen, China by telephone at +86 755 8240 4515 or by fax

£ a1 +86 755 8243 1019, or Mr. Gene Buttrill of DLA Piper Hong Kong by telephone at
by fax at +852 2810 1345,

.b DEC 092008 Very truly yours,
THOMSON REUIms . ; Yao Jun W é
(Enclosures)

! Documents for which an English version is available are denoted by an asterisK .:F - ZF- % -ﬁ- EP
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Annex A

List of Documents Published, Filed or Distributed

1 Clarification announcement in Hong Kong in response to the speculation over the
reasons for the drop in share price of the Company dated 26 September 2008*

2  Announcement~in Hong Kong in respect of unusual price movement dated 26
September 2008*

3 Overseas Regulatory Announcement in Hong Kong in respect of the report on
2008 interim dividends distribution for holders of A shares of the Company dated
19 September 2008

4 Announcement in Hong Kong in respect of premium incomes of the subsidiaries
of the Company for the period from 1 January 2008 to 31 August 2008 dated 18

September 2008*

5 Announcement in Hong Kong in respect of unusual price movement dated 18
September 2008*

6 Announcement in Hong Kong in respect of the arrangement for distribution of
2008 interim dividend and the withholding of corporate income tax at a rate of
10% from the interim dividend when distributing to non-resident enterprises
according to the Law on Corporate Income Tax of the PRC and the Implementing
Rules of the Law on Corporate Income Tax dated 12 September 2008*

7 Announcement in Hong Kong in respect of the closure of H share register of
members and the dividend payment date of the 2008 interim dividend dated 8

September 2008*

8 Overseas Regulatory Announcement in Hong Kong in respect of results of the
23rd meeting of the seventh board of directors of the Company dated 28 August

2008

9 Reply Form for new shareholders regarding the election of means to receive the
corporate communication of the Company published on 27 August 2008*

10 Change Request Form for existing shareholders regarding the election of means to
receive the corporate communication of the Company published on 27 August
2008*

11 Letter to the new shareholders in Hong Kong in respect of election of means and
language of receipt of corporate communication of the Company dated 27 August
2008*

12 Letter to the existing shareholders in Hong Kong in respect of election of means
and language of receipt of corporate communication of the Company dated 27

August 2008*
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13 Letter notifying shareholders in Hong Kong of the publication of 2008 interim
report of the Company on its website dated 27 August 2008*

14 Interim Report for the year 2008 published in Hong Kong on 27 August 2008*

15 Announcement in Hong Kong in respect of the online investor discussion forum
on interim results dated 25 August 2008*

16 Announcement in Hong Kong in respect of premium incomes of the subsidiaries
of the Company for the period from 1 January 2008 to 31 July 2008 dated 15
August 2008*

17 Overseas Regulatory Announcement in Hong Kong in respect of results of the
tenth meeting of the fifth supervisory committee of the Company dated 15 August
2008

18 Overseas Regulatory Announcement in Hong Kong in respect of results of the
22nd meeting of the seventh board of directors of the Company dated 15 August
2008

19 Announcement in Hong Kong in respect of audited results for the six months
ended 30 June 2008 of the Company dated 15 August 2008*

20 Announcement in Hong Kong in respect of the date of board meeting dated 5
August 2008*

21 Overseas Regulatory Announcement in Hong Kong in respect of revising the
corporate governance system for certain activities dated 18 July 2008

22 Announcement in Hong Kong in respect of premium incomes of the subsidiaries
of the Company for the period from 1 January 2008 to 30 June 2008 dated 17 July
2008*

23 Announcement in Hong Kong in respect of voting results of the extraordinary
general meeting of the Company dated 17 July 2008*

24 Announcement in Hong Kong to notify shareholders of the disclosure of
unaudited financial statements for the first half of 2008 of Ping An Securities
Company, Ltd on the website of China Money (www.chinamoney.com.cn) dated
17 July 2008*

25 Overseas Regulatory Announcement in Hong Kong in respect of the clarification
in response to speculation in relation to impairment accounting treatment of the
Company's investment in the shares of Fortis dated 3 July 2008

26 Announcement in Hong Kong in respect of unusual price movement dated 3 July
2008*
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Overseas Regulatory Announcement in Hong Kong in respect of the clarification
in response to speculation in relation to the tax inspection of the Company and its
subsidiary carried out by the State Administration of Taxation dated 2 July 2008

Announcement in Hong Kong in respect of unusual price movement dated 2 July
2008*

Clarification announcement in Shanghal in response to speculation over the
reasons for the drop in share price of the Company dated 26 September 2008

Announcement in Shanghai in respect of the announcement published on the H
share market regarding unusual price movement dated 26 September 2008

Announcement in Shanghai in respect of the report on 2008 interim dividends
distribution for holders of A shares of the Company dated 19 September 2008

Announcement in Shanghai in respect of premium incomes of the subsidiaries of
the Company for the period from 1 January 2008 to 31 August 2008 dated 18
September 2008

Announcement in Shanghai in respect of the announcement published on the H
share market regarding unusual price movement dated 18 September 2008

Announcement in Shanghai in respect of the announcement published on the H
share market regarding the arrangement for distribution of 2008 interim dividend
and the withholding of corporate income tax at a rate of 10% from the interim
dividend when distributing to non-resident enterprises according to the Law on
Corporate Income Tax of the PRC and the Implementing Rules of the Law on
Corporate Income Tax dated 12 September 2008*

Announcement in Shanghai in respect of the announcement published on the H
share market regarding the closure of H share register of members and the
dividend payment date of the 2008 interim dividend dated 8 September 2008

Announcement in Shanghai in respect of results of the 23rd meeting of the
seventh board of directors of the Company dated 28 August 2008

Announcement in Shanghai in respect of the online investor discussion forum on
interim results dated 25 August 2008

Announcement in Shanghai in respect of results of the tenth meeting of the fifth
supervisory committee of the Company dated 15 August 2008

Announcement in Shanghai in respect of premium incomes of the subsidiaries of
the Company for the period from 1 January 2008 to 31 July 2008 dated 15 August
2008

Announcement in Shanghai in respect of interim report for the six months ended

31 June 2008 dated 15 August 2008
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Announcement in Shanghai in respect of summary of the interim report for the six
months ended 30 June 2008 dated 15 August 2008

Announcement in Shanghai in respect of results of the 22nd meeting of the
seventh board of directors of the Company dated 15 August 2008

Announcement in Shanghai in respect of the announcement published on the H
share market regarding the date of board meeting dated 5 August 2008

Announcement in Shanghai in respect of revising the corporate governance
system for certain activities dated 18 July 2008

Announcement in Shanghai to notify shareholders of the disclosure of unaudited
financial statements for the first half of 2008 of Ping An Securities Company, Ltd
on the website of China Money (www.chinamoney.com.cn) dated 17 July 2008

Announcement in Shanghai in respect of voting results of the second
extraordinary general meeting of the Company dated 17 July 2008

Publication in Shanghai of the legal opinion of the second extraordinary general
meeting of the Company dated 17 July 2008

Announcement in Shanghai in respect of the premium incomes of the subsidiaries
of the Company for the period from 1 January 2008 to 30 June 2008 dated 17 July

2008

Announcement in Shanghai in respect of the clarification in response to
speculation in relation to the impairment accounting treatment of the Company's
investment in the shares of Fortis dated 3 July 2008

Announcement in Shanghai in respect of the clarification in response to
speculation in relation to the tax inspection of the Company and its subsidiaries
carried out by the State Administration of Taxation dated 2 July 2008
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28 Announcement in Shanghai in respect of the clarification in response to
speculation in relation to the impairment accounting treatment of the Company's
investment in the shares of Fortis dated 3 July 2008

29 Announcement in Shanghai in respect of the clarification in response to
speculation in relation to the tax inspection of the Company and its subsidiaries
carried out by the State Administration of Taxation dated 2 July 2008
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
{Stock Code: 2318)

Clarification Announcement

This announcement is made pursuant to the general disclosure requirements under Rule 13.09(1) of
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

In light of the recent vigorous fluctuations in the domestic and overseas capital markets, Ping An
Insurance (Group) Company of China, Ltd. (the “Company”) noted the speculation among certain
media and investors over the reasons for the drop in the share price of the Company. With regard to
the market speculation, the Company would like to clarify as follows:

1. As at June 30, 2008, the audited net asset value of the Company as disclosed in the 2008 interim
report prepared under PRC Accounting Standards and the International Financial Reporting
Standards were RMB83.378 billion and RMB90.420 billion respectively, these net assets values
have reflected the market-to-market losses of the Company’s investments in the shares of Fortis
SA/NV and Fortis N.V. (the “Fortis Shares”) which amounted to RMB10.524 billion. Depending
on the conditions and volatility of international capital markets and price trend of Fortis Shares
in future, the Company will decide in a prudent manner whether to take impairment accounting
treatment on the investments in Fortis Shares in the 2008 third quarterly report of the Company
and to remove the market-to-market losses that had previously been reflected in the equity of
the Company and recognised as impairment losses in the income statement.

The Company emphasizes that regardless of whether or not the Company will take for impairment
accounting treatment on the investments in Fortis Shares in the 2008 third quarterly report of
the Company, the capital position and solvency margin of the Company are solid and sufficient,
the Company has a strong foundation and the financial condition is stable. Core business lines
such as insurance, banking, trust and securities are experiencing healthy and decent growth.
The interests of our customers are adequately protected.

2. After verified, the Company and its subsidiaries have no risk exposures to Lehman Brothers
Holdings Inc., AIG, Merrill Lynch & Co., Bear Stearns, Federal National Mortgage Association
(Fannie Mac), Federal Home Loan Mortgage Corporation (Freddie Mac) and Washington Mutual

Inc..

Shareholders of the Company and investors are urged to exercise caution when dealing in shares of
the Company.

By Order of the Board
Yao Jun
Company Secretary

Shenzhen, PRC, September 26, 2008




As at the date of this announcement, the Executive Directors of the Company are Ma Mingzhe, Sun
Jianyi and Cheung Chi Yan Louis, the Non-executive Directors are Lin Yu Fen, Cheung Lee Wah,
Clive Bannister, Fan Gang, Lin Lijun, Hu Aimin, Chen Hongbo, Wong Tung Shun Peter and Ng Sing
Yip, the Independent Non-executive Directors are Bao Youde, Kwong Che Keung Gordon, Cheung
Wing Yui, Chow Wing Kin Anthony, Zhang Hongyi, Chen Su and Xia Liping.
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PING AN INSURANCE (GROQUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 2318)

ANNOUNCEMENT

UNUSUAL PRICE MOVEMENT

This announcement is made at the request of The Stock Exchange of Hong Kong Limited.

The board of directors (the “Board”) Ping An Insurance (Group) Company of China, Ltd. (“the
Company”) has noted today’s decrease in the price of the shares of the Company and wishes to state

that the Board is not aware of any reasons for such decrease.

The Board also confirms that there are no negotiations or agreements relating to intended acquisitions
or realisations which are discloseable under Rule 13.23 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules™), neither is the Board
aware of any matter discloseable under the general obligation imposed by Rule 13.09 of the Listing
Rules, which is or may be of a price-sensitive nature.

Made by the order of the Board of which individually and jointly accept responsibility for the accuracy
of this statement.

By order of the Board
Yao Jun
Company Secretary

Shenzhen, PRC, September 26, 2008

As at the date of this announcement, the Executive Directors of the Company are Ma Mingzhe, Sun
Jianyi and Cheung Chi Yan Louis, the Non-executive Directors are Lin Yu Fen, Cheung Lee Wah,
Clive Bannister, Fan Gang, Lin Lijun, Hu Aimin, Chen Hongbo, Wong Tung Shun Peter and Ng Sing
Yip, the Independent Non-executive Directors are Bao Youde, Kwong Che Keung Gordon, Cheung
Wing Yui, Chow Wing Kin Anthony, Zhang Hongyi, Chen Su and Xia Liping.
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People's Republic of China with limited liability)

(Stock Code: 2318)

ANNOUNCEMENT

This announcement is made regarding the information concerning premium incomes of the
subsidiaries of the Company to be released on CIRC’s website.

Reference is made to the announcement of Ping An Insurance (Group) Company of China, Ltd. (the
“Company”) dated August 27, 2004. The premium incomes of Ping An Life Insurance Company
of China, Ltd., Ping An Property & Casualty Insurance Company of China, Ltd., Ping An Health
Insurance Company of China, Ltd. and Ping An Annuity Insurance Company of China, Ltd. for the
period from January 1, 2008 to August 31, 2008 were RMB69,367.61 million, RMB18,513.75 million,
RMB?22.34 million and RMB604.75 million respectively. Such information will be released on the
website of China Insurance Regulatory Commission (“CIRC”) (http://www.circ.gov.cn).

The figures are based on unaudited management accounts which have not been reviewed by the
Company’s audit committee and are prepared in accordance with accounting rules and regulations in
the PRC, i.e. PRC GAAP which are different from the international accounting standards adopted by
the Company in preparing its financial statement published and to be published in accordance with
the Listing Rules. As the information disclosed above is based on unaudited financial information,
investors are advised to exercise utmost caution when dealing with the shares of the Company.

By order of the Board
Yao Jun
Company Secretary

Shenzhen, PRC, September 18, 2008

As at the date of this announcement, the Executive Directors of the Company are Ma Mingzhe, Sun
Jianyi and Cheung Chi Yan Louis, the Non-executive Directors are Lin Yu Fen, Cheung Lee Wah,
Clive Bannister, Fan Gang, Lin Lijun, Hu Aimin, Chen Hongbo, Wong Tung Shun Peter and Ng Sing
Yip, the Independent Non-executive Directors are Bao Youde, Kwong Che Keung Gordon, Cheung
Wing Yui, Chow Wing Kin Anthony, Zhang Hongyi, Chen Su and Xia Liping.
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PING AN INSURANCE (GROUP) COMPANY OF CHINA LTD
(A joint stock limited company incorporated in the People's Republic of China with limited Izabrl:ry)

(Stock Code: 2318)

ANNOUNCEMENT

UNUSUAL PRICE MOVEMENT
This announcement is made at the request of The Stock Exchange of Hong Kong Limited.

The board of directors (the “Board”) of Ping An Insurance (Group) Company of China, Ltd. (“the
Company”) has noted today’s fluctuation in the price of the shares of the Company and wishes to
state that the Board is not aware of any reasons for such fluctuation.

The Board also confirms that there are no negotiations or agreements relating to intended acquisitions
or realisations which are discloseable under Rule 13.23 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules”), neither is the Board
aware of any matter discloseable under the general obligation imposed by Rule 13.09 of the Listing
Rules, which is or may be of a price-sensitive nature.

Made by the order of the Board of which individually and jointly accept responsibility for the accuracy
of this statement.

By order of the Board
Yao Jun
Company Secretary

Shenzhen, PRC, September 18, 2008

As at the date of this announcement, the Executive Directors of the Company are Ma Mingzhe, Sun
Jianyi and Cheung Chi Yan Louis, the Non-executive Directors are Lin Yu Fen, Cheung Lee Wah,
Clive Bannister, Fan Gang, Lin Lijun, Hu Aimin, Chen Hongbo, Wong Tung Shun Peter and Ng Sing
Yip, the Independent Non-executive Directors are Bao Youde, Kwong Che Keung Gordon, Cheung
Wing Yui, Chow Wing Kin Anthony, Zhang Hongyi, Chen Su and Xia Liping.
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.
(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 2318)

Announcement
regarding the withholding of corporate income tax
from the 2008 interim dividend to non-resident enterprises

Reference is made to the announcement dated September 8, 2008 published by Ping An Insurance
(Group) Company of China, Ltd. (the “Company”). The Company shall distribute interim dividend to
holders of H shares whose names appear on the Company’s H share register of members on September
26, 2008. In accordance with the Law on Corporate Income Tax of the People’s Republic of China and
the Implementing Rules of the Law on Corporate Income Tax (collectively, the “Corporate Income
Tax Law”), starting from January 1, 2008, enterprises established in the People’s Republic of China
(the “PRC”) which distribute dividend for the accounting period from January 1, 2008 onwards shall
withhold for payment of the corporate income tax, and the payer shall be the withholding agent. In
order to protect the legal entitlement of the investors, the board of directors of the Company would
like to make further announcement in relation to the arrangement for distribution of the interim
dividend and withholding profit income tax pursuant to the Corporate Income Tax Law as follows:

According to the Corporate Income Tax Law, the Company is required to withhold corporate income
tax at the rate of 10% when distributing the interim dividend to non-resident enterprise shareholders
whose names appear on the H share register of members of the Company on September 26, 2008,

Accordingly, the Company has no obligation to withhold corporate income tax when distributing the
interim dividend to resident enterprise shareholders whose names appear on the H share register of
members of the Company on September 26, 2008. Any resident enterprise (such term shall have the
meaning as defined under the Corporate Income Tax Law) whose name appears on the H share register
of members of the Company and which is set up in the PRC in accordance with the PRC law, or
which is set up in accordance with the law of a foreign country (region) whose actual administration
institution is in the PRC should lodge with Computershare Hong Kong Investor Services Limited
an legal opinion issued by a lawyer qualified to practice in the PRC (and endorsed with the law
firm’s chop), certifying that it is a resident enterprise, on or before 4:30 pm on Friday, September
19, 2008. The Company shall not be liable for any dispute relating to the withholding of corporate
income tax which arises from any failure to lodge the legal opinion within the prescribed timeframe

as mentioned above.




Investors should read this announcement carefully. The Company will withhold for payment of the
10% corporate profit tax strictly in accordance with the relevant laws or requirements of the relevant
government departments and strictly based on what has been registered on the H share register of
members on the record date.

By Order of the Board
Yao Jun
Company Secretary

Shenzhen, PRC, September 1.2, 2008

As at the date of this announcement, the Executive Directors of the Company are Ma Mingzhe, Sun
Jianyi and Cheung Chi Yan Louis, the Non-executive Directors are Lin Yu Fen, Cheung Lee Wah,
Clive Bannister, Fan Gang, Lin Lijun, Hu Aimin, Chen Hongbo, Wong Tung Shun Peter and Ng Sing
Yip, the Independent Non-executive Directors are Bao Youde, Kwong Che Keung Gordon, Cheung
Wing Yui, Chow Wing Kin Anthony, Zhang Hongyi, Chen Su and Xia Liping.
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

{A joint stock limited company incorporated in the People’s Republic of Ching with limited liability)

{Stock Code: 2318)

Closure of Register of Members
and
Dividend Payment Date

Reference is made to the 2008 Interim Results Announcement published by Ping An Insurance (Group)
Company of China, Ltd. (the “Company”) on August 15, 2008 whereby the board of directors of the
Company declared an interim dividend of RMBO.20 per share. Holders of H shares whose names are
on the Company's H share register of members on September 26, 2008 will be entitled to receive

the interim dividend.

According to the Articles of Association of the Company, dividends will be denominated and declared
in Renminbi. Dividends on A shares will be paid in Renminbi and dividends on H shares will be
paid in Hong Kong dollars. The relevant exchange rate will be the average middle exchange rate of
Renminbi to Hong Kong dollars as announced by the Pecple’s Bank of China for the week prior to
the date of declaration of dividends (RMBO0.8789 equivalent to HK$1.00) and the interim dividend

is HK$0.2276 per share.

According to the Law on Corporate Income Tax of the People’s Republic of China and the relevant
implementing rules which came into effect on January 1, 2008, the Company is required to withhold
corporate income tax at the rate of 10% before distributing the interim dividend to non-resident
enterprise shareholders as appearing on the H share register of members of the Company. Any shares
registered in the name of the non-individual registered shareholders, including HKSCC Nominees
Limited, other nominees, trustees or other groups and organizations will be treated as being held by
non-resident enterprise shareholders and therefore will be subject to the withholding of the corporate

income tax.

In order to determine the list of holders of H shares who are entitled to receive the interim dividend
for the period ended June 30, 2008, the Company’s register of members of H shares will be closed
from Monday, September 22, 2008 to Friday, September 26, 2008, both days inclusive, during which
period no transfer of H shares will be effected. In order to qualify for the interim dividend, holders
of H shares whose transfers have not been registered shall deposit the transfer documents together
with the relevant share certificates at the H share registrar of the Company, Computershare Hong
Kong Investor Services Limited, at or before 4:30 p.m. on Friday, September 19, 2008. The address
of the transfer office of Computershare Hong Kong Investor Services Limited is Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.




The Company has appointed Bank of China (Hong Kong) Trustees Limited as the receiving agent
in Hong Kong (the “Receiving Agent”) and will pay to the Receiving Agent the interim dividend
declared for payment to holders of H shares. The interim dividend will be paid by the Receiving
Agent and relevant cheques will be dispatched on or before October 10, 2008 to holders of H Shares
whose names appear on the H share register of members of the Company on September 26, 2008 by

ordinary post at their own risk.

By Order of the Board
Yao Jun
Company Secretary

Shenzhen, PRC, September 8, 2008

As at the date of this announcement, the Executive Directors of the Company are Ma Mingzhe,
Sun Jianyi and Cheung Chi Yan Louis, the Non-executive Directors are Lin Yu Fen, Cheung Lee Wah,
Clive Bannister, Fan Gang, Lin Lijun, Hu Aimin, Chen Hongbo, Wong Tung Shun Peter and Ng Sing Yip,
the Independent Non-executive Directors are Bao Youde, Kwong Che Keung Gordon, Cheung Wing Yu,

Chow Wing Kin Anthony, Zhang Hongyi, Chen Su and Xia Liping.




® MEYSS

wik- X PING AN OF CHINA

MENESIRIE (SRED) RIS AR =)

PING AN INSURANCE (GROUP) COMPANY OF CHINA ,LTD.
(NP HEN BIEFE T TR 2 R HRLF])
(R : 2318)

BHAEERE
AN ETFEHALHTARLE (EHHRAD 13.09Q)REMEH -

200848 28 H

RENEZ A FLANATEFLEBY - FR—RETH > FATEFS
#ASE - JEFI# - Clive Bannister - %M - HEE - HER - M1 - TRBR
G B HUTHF MK - W - Tk AR R - BB R
HiF -




BAEMR  PETE B - 601318 MRyt - EH2008-037

FEERZGRE () ROEGRAT
FrEESEE-_+=-RBERELE

BEIRT

FEFRERE (RB) ROEERATR (UTHBEFL0H]) ESER2BEERI
AERBFREEEMNERCE REMRUEKFEANER  YHAEHENRE
M ERMANEZEMAEEIREFTEME -

EAFECEEFSHE - F=REHN2008E8H25H £20084F8 A28 H A5H LLiE
RERNTREH . EFEZEEFTON . EBRBETHFIAN - FFEF S (AT
LY MEAF (AFER) BRE -

GEYUBERRAFTRBEBT M THRE -

— ERRBT(EM2008FF¥FEHEMEIHRE)  UFIERSZRERER
FERBEEEEZES

RPRGER BHRI9R - RHOE - EH0E
—  ERERT (N ERRETREREABBEIZNEAR)

ENFREBRFARFEFEAZERERMOERAT (UTHBEFLER]
BELL MR A3 B IR AR B0 76 REI RN R E A A R EE €5
MEREASOER - FREEIT  BREEERFAEISER - MAKRE
RERAER » KR ET M H b2 B E AR BIR » SRR L ETT RS -

ApEATRERVERBR - BalfsA FEF3,762,038,0000% - & 8R
076 REC1AR AR » AN AT ERLE49.58/% » EFT AR5 T -

RIB(LBESXGHFRE FHRAD MHEBEE  AOFYHTEERNER
BAERAANTEERENLS  WAMBRELATNEBTS > TSAHE
MBITHERZT HEREBTRARABGESTHEHZESG (UITHEBPEEFEE
TN (REAEIRBEL S EBEITHE) WEBRE  SATHFEERNY
ERRTREREOEFRNERBBEZS  HAANABEEER A EAAT
SHETZEGWER  FHFEREEEAEARK49.5 T -




PRERFKEEVITRFEARIBREAGURTEREGNERMAE -
FREER - BRIOFE - REOE - RER
ol /A

MEERRE (EE) ROERATESY
2008828 H



Reply Form FIf§§

To:

Ping An Insurace (Group) Company of Ching, Ltd. (the “Company”) 3 : PEIPEFM (MW ROGFAMRLT 2780

c/o Computershare Hong Kong Investor Services Limited WEE PR EEEITH R F
Rooms 1806-1807, 18th Floor, EBNIE S8R
Hopewell Centre, 183 Queen’s Road East, g

SRR 018481806 1807F

Wanchai, Hong Kong

I/We would like to receive the Corporate Communications of the Company as indicated below:
FA/BMFEUTAFRBRAF LT Z 2 RER

(Please tick ONLY ONE of the following boxes})

R THEED  SEHY—BERAR LI/

]
L |

read the Wehbsite version of all future Corporate Communications published on the Company's website in place of receiving printed
copies; OR
BIEEALA@RFRZAAEIRE LR SRR ; =

10 receive the Corporate Communications on CD-ROM only instead of receiving printed copies; OR

PAX BRI GO A AT DUCHETRIA &

to receive the printed English version of all future Corporate Communications ONLY; OR

Bl BN M REERIE %

to receive the printed Chinese version of all future Corporate Communications ONLY; OR

EREA A TERZPRXERD; R

L

] to receive both printed English and Chinese versions of all future Corporate Communications.

R R A L BB R R R P X ER A -

Signature

g2

Contact telephone number: Date:

BE BRI H 3

Notes:

ﬁf?“I
Please complete all your details clearly.

WM TREALGA RN -

2. Ifthe Cumpany does not receive this Reply Form by 26 September 2008, all future Corporate Communications will be sent out in the manner specified in the
Company’s letier dated 27 Augm 2008. 3
AN Bl too0atEo A 26 B Mhkir Bl BRI T B4R - A2 A iSik2008Fe A 27 A 2 R0 AIRSREFR 2 AR HRZ A BMFFHT -

3. By selecting to read the Website Version of the Corporate Communications published on the Company's website in place of receiving printed copies, you have expressly
conscnr.ed 10 waive the right 1o receive Cc;iporaf.e Communications in printed form. _

ERERNELLFENBRILA 'ﬂmkfﬁﬂiuﬂ‘.ﬁﬁmgp@l?ﬁﬁ BT BRI R R B2 R R AR e -

4. If your shares arc held in joiat nnmes the Shareholder whose name stands first on the register of members of the Company in respect of the joint holding should sign
an this Reply Form in order Io be
TORE TR » R B GRS 2 R B TR T & (VB LU » AR -

5. The above instruction will apply te all foture Corporate Comrmunications to be sent to Shareholders of the Company until you notify otherwise by reasonable notice
in writing to the Company’s H share registrar, Computershare Hong Kong Investor Services Limited, Rooms 1806-1807, 1Bth Floor, Hopewel! Centre, 183 Queen's
Road East Wanchai, Hon,

FRIERE m%ﬁ#ﬂiﬁgﬁ‘fﬂi"ﬂ&KZﬁ%‘/‘ AER . 25X M'Fii‘HiAmﬁﬁﬂﬂ-‘FlF"' AZHREHBFERBFETRERBLARS
F bk BT AR E R 1538 E R Pl 181 1806- 1807 EBIERIER

6.  All Furure Corporate Communications in both printed English and Chinese verstons w111 be available for inspection from the Company or the Company’s H share
registrar upon
FaFRELT %Hﬁiﬂiﬁiﬁﬁ%?ﬂﬂﬂ%ﬁﬁﬁﬁ"ﬁﬁ’ﬂ.’:% BRI A LA AT -

7. The shareholders are entitled to change the choice of means of receipt or language of the Company's Corporate Communications at any time by reasonable notice

in writing to the Com 's share re;
R RN R S BRI SR AR B » BRT A AR 2 A R A -



Change Request Form S IR

Te: Ping An Insurace (Group) Company of China, Ltd. (the “Company”) B : PERRFEH (M) ROGE AR (F45)

¢/o Compulershare Hong Kong Investor Services Limited WEM P RBHEBNERAE

Rooms 1806-1807, [8th Floor, F BT A /5 KA 18350

Hopewell Centre, 183 Queen's Road East, =0
AF0ep.L1811806- 1807 E

Wanchai, Hong Kong

I/We would like 1o receive the Corporate Communications of the Company as indicated below:
FA/BRAFEUTHFARRELFZARER

{Please tick ONLY ONE of the following boxes)

(R TFRIRES SR T - BERAE LI/]$)

copies; OR
B RN R EURBRZAFRENRALIES - DULHERIE ; 5%

to receive the Corporate Communications on CD-ROM only instead of receiving printed copies; OR
BASE AT M ER A2 B AR > RAMREFEDRIZ =

E read the Website version of all future Corporate Communications published on the Company’s website in place of receiving printed

AL B R X ERIA ; 8

l 10 receive the printed English version of all future Corporate Communicatiens ONLY; OR

to receive the printed Chinese version of all future Corporate Communications ONLY; OR
B2 BB PRI R

D to receive both printed English and Chinese versions of all future Corporate Communications,

FIBF AL BB R B R 5 XA -

Signature
]
Comtact telephone number: Date:

BiE MR EER A9

Notes:

ﬁffﬁ%
Please complete all your desils clearly,

MTRERZHHATH -
If the Company does not receive this Change Request Form by 26 September 2008, all future Corporate Communications will be sent out in the manner specified
in the Com, s letter dated 27 August 200
WEEL %'Egmsir-sﬁ 26 B JRIECE MTMQEEﬁﬁﬁ X4 RiGk2008F8A27E 2 R AEANFEZ FRER K2 AAERETRAT -
3. By selecting to read the Website Version of Corporate Communications pubtished on the Company's website in place of receiving printed copies, you have expressly
consented to waivc mcg t Lo receive figro tc Communications in printed form. _
ERRPNESF L AFERRZ LA RIS LIRS USRI RIRE - BT ZERES R 55 R B0 1F] -
If your shares are held in joint names, the Shareholder whose name stands first on the register of mermbers of the Company in tespect of the joint holding thowld sign

4.
on this Change Reguest Form in order to be valid
B2 NASEAMANGESREATRNEAM RN HTREAGELFIEHNRAES  FRHY -
5. The above instruction will apply 1o all future Corperate Communications to be sent to Shareholders of the Company until you notify otherwise by reasonable notice

in writing to the Company's H sharc registrar, Computershare Hong Kong Investor Services Limited, Rooms 1806-1807, 18th Floor, Hopewell Centre, 183 Queen's

Road Bast Wanchai, Hon|
R R R AR R T A A2 AT AR » HE M TR SRR T AL HRI A S R AT R SRR
At B AT B R T 1834 S AN a0 a4 1806- 1807 BIERIER I

6. Al Future Corperste Communications in both printed English and Chinese versions w:ll be available for inspection from the Company or the Company's H share

Tegistrar upon request.
2#"1'!‘]ﬁﬁ"%HﬂﬁﬂﬂFEEﬁ!#ﬁfﬁﬁﬁﬁﬁﬁﬁﬁlZﬁ ~ PRI LMRARDG -

The sharchalders are entitled to chnnge the choice of means of receipt or !anguage of the Company's Corporate Communications a1 any time by rcasonable natice

in writing to the Cnnx s share repistrar.
&Rﬁfﬁmlﬁﬂﬂﬂ :!'tmsmzf: A RGAFFINE > ERFENGMRAERZHAEFRF -
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 2318)

27 August 2008

Dear Sir/Madam,
Election of Means and Language of Receipt of Corporate Communication
Pursuant to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, we

are writing to seek your election in relation to the following matters regarding the corporate communication
(“Corporate Communication™) of Ping An Insurance {(Group) Company of China, Ltd. (the “Company”) to be

dispatched in the future.
Corporate Communication includes any document to be issued by the Company for your information or action,
including but not limited to:

(a) annual report;

(b) interim report;

(c)  notice of meeting;

(d) listing document; and
(e) circular.

You may choose:
(1) to read the Corporate Communication published on the Company’s website (“Website Version”) instead
of receiving printed copies; or

(2) 1o receive the Corporate Communication on CD-ROM only instead of receiving printed copies; or
(3)  to receive a printed English version of the Corporate Communication only; or

(4)  to receive a prinied Chinese version of the Corporate Communication only; or

(5)  to receive both the printed English and Chinese versions of the Corporate Communication.

For the purpose of environmental protection and cost saving, we recommend you to select the Website Version.
Even if you have chosen the Website Version, you have the right at any time by sending reasonable notice in
writing to the Company's H share registrar to change your choice.

Please tick the appropriate box in the enclosed Reply Form and sign and return the same with the envelope
provided to the Company’s H share registrar, Computershare Hong Kong Investor Services Limited, at Rooms
18206-07, 18th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong,

If the Company do not receive the Reply Form from you by 26 September 2008 and until you inform the
Company’s H share registrar by reasonable notice in writing, only a printed Chinese version of the Company's
Corporate Communication will be sent if you are a shareholder who is a natural person with a Chinese name
and has an address in Hong Kong appearing on the register of members of the Company. Otherwise, we will
only send you a printed English version of the Company’s Corporate Communication.

Please note that: (a) both the printed English and Chinese versions of the Corporate Communication will be
available from the Company or its H share registrar on request; and (b} both the English and Chinese versions
of the Corporate Communication will be available on the Company’s website at www.pingan.com.cn and the
website of The Stock Exchange of Hong Kong Limited.

Should you have any queries relating to this letter, please contact the Company’s H share register by calling
our hotline at (852) 2862 8555 during business hours (3:00 a.m. to 6:00 p.m., Monday to Friday, excluding
public holidays).
Yours faithfully,
For and on behalf of
Ping An Insurance (Group)} Company of China, Ltd.
Yao Jun
Company Secretary



!

NEISES

wL- ol PING AN OF CHINA

MMEEERE(5E) IRInAIRZ Sl
PING AN INSURANCE (GROUP) COMPANY OF CHINA, LTD.

(A joint stock limited company incorporated in the People's Republic of China with limited liability)
(Stock Code: 2318)

27 August 2008

Dear Sir/Madam,

2008 Interim Report

We attach the 2008 Interim Report (the “Current Corporate Communication™) of Ping An Insurance (Group)
Company of China, Ltd. (the “Company”) which has been prepared in English and Chinese.

Those sharehoiders who (a) have chosen to receive CD-ROM in lieu of the printed copy and would like to
receive a printed copy; or (b) received the Current Corporate Communication in either the English or Chinese
language only and would like to receive a printed copy in the other language; or (c) want to change their choice
of language and means of receipt of all future corporate communications, please complete the enclosed Change
Request Form and send it to the Company's H share registrar, Computershare Hong Kong Investor Services
Limited, using the postage-prepaid envelope provided. The Change Request Form may also be downloaded

from the Company’s website at: www.pingan.com.cn.

Shareholders are entitled at any time by reasonable notice in writing 10 the Company’s H share registrar to
change their choice of language and means of receipt of corporate communications.

Both the English and Chinese versions of the Current Corporate Communication are available on the Company’s
website at: www.pingan.com.cn for 5 years from the date of first publication.

Should you have any queries relating to this letter, please contact the Company by calling our H share registrar’s
hotline on (852) 2862 8555 during business hours (9:00 a.m. 10 6:00 p.m., Mondays to Fridays, excluding

public holidays).

Yours faithfully,
For and on behalf of
Ping An Insurance (Group) Company of China, Ltd.
YAO Jun
Company Secretary

|
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 2318)

August 27, 2008

Dear Shareholder(s),

Notification of Publication of
2008 Interim Report on Website

We hereby notify you that the 2008 Interim Report of the Company (in both English and Chinese versions) is
now available for your viewing on the Company’s website at www.pingan.com.cn.

Yours faithfully,
For and on behalf of
Ping An Insurance (Group) Company of China, Ltd.
Yao Jun
Company Secretary
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Cautionary Statement Regarding Forward-Looking Statements

To the extent any statements made in this report containg information that is not historical are essenally forward-Inaking.
These forward-looking stalements include but are not limited to projections, 1argets, estimates and business plans that the
Company cxpacts or anticipates will or may occur in the future. These forward-looking statements are subject 10 known and
unknown nsks and uncertainiies thal may be general or specific Certain statements, such as those include 1he words or phrases
"potential”, “estimates”, "erpecis”, "anuicipaies”, “objective”, “intends”, “plans”, "beheves”, "will”, "may”, “should”, and
simitar expressions or variations on such expressions may be considered forward-looking statements.

Readers should be cautioned 1hat a variety of {aciors, many of which are heyond the Company's control, atiect the performance,
operations and resulis of the Company, and could cause actuz! results 10 differ materially from the expectations exprassed in any
of the Company’s forward-looking s1atements. These factors include, but are not limited 10, exchange raie fluctuations, markat
shares, compeiition, environmenial tisks, changes in legal, financial and regulatory framewaorks, international economic and
financial market conditrons and other risks and factors beyond our control. These and other faciors should be considered
carefully and readers should not place undue reliance on 1the Company's forward-looking statements. In addition, the Company
undertakes no obligation 10 publicly update or revise any forward-looking statement that is contained in this report as a resull o}
new Information, future events ot otherwise. None of the Company, or any of its employees or affiliates is responsible for, or is
making, any representations concerning the future performance of the Company




In this report, uniess the context otherwise indicated, the following expressions shall have the following

meanings:

Company, the Company,
Group, the Group

Ping An Life

Ping An Property
& Casualty

Ping An Health

Ping An Annuity

Ping An Trust

Ping An Securities

Ping An Asset Management
Shenzhen Ping An Bank

Ping An Overseas
Holdings

Ping An Hong Kong

Ping An Asset Management

{Hong Kong)

PRC Accounting Standards

IFRS

CSRC

CIRC

Ping An Insurance (Group) Company of China, Ltd.

Ping An Life Insurance Company of China, Ltd., a subsidiary of the Company

Ping An Property & Casualty insurance Company of China, Ltd., a subsidiary
of the Company

Ping An Health Insurance Company of China, ttd., a subsidiary of the Company

Ping An Annuity tnsurance Company of China, Ltd., a subsidiary of the
Company

China Ping An Trust & Investment Co., Ltd., a subsidiary of the Company
Ping An Securities Company, Ltd., a subsidiary of Ping An Trust

Ping An Asset Management Co., Ltd., a subsidiary of the Company
Shenzhen Ping An Bank Co., Ltd., a subsidiary of the Company

China Ping An Insurance Overseas (Holdings) Limited, a subsidiary of the
Company

China Ping An Insurance (Hong Kong) Company Limited, a subsidiary of Ping
An Overseas Holdings

Ping An of China Asset Management (Hong Kong) Company Limited, a
subsidiary of Ping An Overseas Holdings

The Accounting Standards for Business Enterprises and the other relevant
regulations issued by the Ministry of Finance of the People’s Republic of

China

International Financial Reporting Standards issued by internatienal Accounting
Standards Board

China Securities Regulatory Commission

China Insurance Regulatory Commission

Ping An Insurance {Group) Company of China, Ltd. » Interim Report 2008




CBRC

SFO

Model Code

HSBC

ICBC

ICBC {Asia)

Listing Rules

Stock Exchange

the Code on Corporate
Governance Practices

Fortis
Fortis Bank NV/SA

Fortis Investment

China Banking Regulatory Commission

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong)

the Model Code for Securities Transactions by Directors of Listed Companies
contained in Appendix 10 to the Listing Rules

The Hongkong and Shanghai Banking Corporation Limited
Industriat and Commercial Bank of China
Industrial and Commercial Bank of China (Asia) Limited

the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited

The Stock Exchange of Mong Kong Limited

the Code on Corporate Governance Practices contained in Appendix 14 to
the Listing Rules

Fortis SA/NV and Fortis N.V.
a wholly owned subsidiary of Fortis

Fortis Investment Management NV/SA

Ping An Insurance {Group) Company of China, Ltd. * Interim Report 2008




Earnings Per Share

70,900
10.600
€0,000 12
£.000
50,000 10
40,006 £.000 02
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10,900 92
¢ a 1]
PROFIT AND LOSS
for the six months ended June 30, {in RMB million) 2008 2007
Total Income 63,633 69,819
Net Profii 9,719 9,969
PER ORDINARY SHARE
2008 2007

For the six months ended June 30, (in RMB)}

Basic Earnings

Total Liabilities

113,854

200,000
559,353 126,006
700,000 510,00
106,200
6,000
500,000
£60,000 6,200
450,000
A6 000
€0.000
00,003
300,000
200000 258,000 46,000
100,000 190,003 25,000
] 3
Dec-0? 9
Dec-67
BALANCE SHEET As at As at
(in RMB million) June 30, 2008 December 31, 2007
Total Assets 688,773 692,222
Total Liabilities 598,353 578,371
Total Equity 90,420 113,851

*  Certain comparative figures have been reclassified to conform to current period's presentation.

Ping An Insurance (Group) Company of China, Ltd.  Interim Reper 2008
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In the first half of 2008, China faced and overcame a number of hardships brought about by unfavorable
domestic and international economic environment, and by a number of catastrophic natural disasters. Whiist
China’s econornic development remains promising and continues 1o grow as forecasted under the current
macro-ecenomic policy and control, the number of unfavorable factors that would hinder micro-economic
growth has clearly grown. In the face of such complex operating environment, during the first half of the
year, the Company has actively tackled the unfavorable factors, such as the heightened combined ratio of
the property and casuaity insurance business caused by the natural disasters and excessive market competition,
the increase in cost driven by inflation and extreme volatility in the global capital market. By focusing on our
strategy of profitable growth, we have maintained strong growth momentum of dur three key businesses of

insurance, banking and asset management.

For the six months ended June 30, 2008, the Company realized premium income of RMBET,228 million,
representing an increase of 28.5% when compared with the corresponding period of the previous year. Due
to the significant decrease in investment income, our net profit was RMB9,719 million, representing a decrease
of 2.5% over the corresponding period of the previous year. Reviewing our operations for the first half of
the year, the Company has achieved outstanding performance in the following sectors:

. Our core insurance business continued to sustain a healthy growth. In terms of our life insurance
business, we have successfully implemented our "Reaching New Heights” and "Two-Tier Market
Development” strategies. Our individual life sales force has maintained its growth momentum, and the
number of sales agents has reached 315,000. The market share of our property and casualty insurance
business has been steadily increasing with premium income reaching RMB14,671 million, representing
an increase of 26.1% when compared with the corresponding period of the previous year. The asset
entrusted under our pension annuity and the assets under investment management annuity business
have doubled since the end of 2007, placing us No.1 in the market in terms of asset size and pension

contribution.

. QOur banking business has enjoyed an excellent start, and we have accelerated the build-out of our
nationwide network. Both the corporate and retail businesses have achieved sound and steady growth.
The accumutated number of in-force credit cards in Shanghai and Shenzhen has exceeded 700,000.
Non-performing loan ratio was controlled at 0.5%, amongst the lowest in the industry. Quanzhou
Branch, our first branch in a new region folfowing the bank’s merger and re-naming, obtained regulatory
approval to operate, marking an important step forward for cur cross-region operation. At the same
time, we have increased investment in the banking business' infrastructure and developed strategic
initiatives to strengthen the headquarters’ ability to support a nationwide service network.

. Our third-party asset management business has made good progress. The first domestic QDIt account
entrusted to Ping An Asset Management has entered into the substantive operating stage, the size of
assets under management has continued to grow. Ping An Trust has continually developed new and
creative wealth management products, both asset size and customer number have increased sieadily.
Ping An Securities has successfully launched the first collective asset management product. With the
backing of an integrated financial service platform, the advantages of our third-party asset management
business in terms of customers, channels, products and services are starting to become apparent.

Ping Ari Insiiranca (Group) Company of. China; Ltd, » Interim Report 2000




. Our investment business responded vigilantly to fluctuations in the capital markets. We have made
timely adjustments to our asset allocation, increased the proportion of investment in fixed income
assets, and focused on non-capital markets investments. All our investment projects remain on track.
Furthermore, our overseas investment plan and the establishment of our global investment platform
are proceeding smoothly. Taking advantage of the cooperation oppartunities that brought by our
investment in Fortis, we have entered into formal agreement with Fortis Bank NV/SA to acquire an
equity stake in Fortis Investment, in order to accelerate the establishment of our global investment
capability and to build a global asset management and QDIt platform.

. Cross-selling has achieved remarkable result, and the synergies brought about by an integrated financial
platform are becoming increasingly apparent. In the first half of the year, cross-selling accounted for
14.0% of the premium income for the property and casualty insurance business, 9.1% of the bank’s
new corporate deposits, 55.8% of new credit cards issued, 12.5% of new assets entrusted under the
pension annuity and 12.7% of new assets under the investment management annuity business. The
above figures demonstrate the efforts that we have endeavored to promote cross-selling for the past
few years, through resource sharing and service integration, we have greatly increased the breadth

and depth of our cross-selling activities.

May 27, 2008 marked the 20th anniversary of the establishment of Ping An. As a way of expressing our deep
condolence for the victims of the Wenchuan earthquake, we had simplified our 20th anniversary celebration.
Jmmediately after the disaster, our Company announced donations of approximately RMB40 million in total
tor disaster-relief in the disaster-hit areas and the recanstruction and repairment of elementary schools in
Wenchuan and Beichuan counties. At the same time, our staff across afl levels have made donations totalling
over RMB35 million, the largest amount of staff donation amongst all insurance companies in China to date.
In the face of this disaster, Ping An has resolutely taken up the sacred duty of helping people in distress and
protecting people’s livelihoods by taking concrete actions to assist the victims and affected customers to

overcome their hardships.

Our Company is dedicated to fulfilling our social responsibility. Our role as a charitable corporate citizen has
received widespread attention and high regards from all walks of society. In the fifth 2008 China Charity
Ranking Announcement Ceremony”, our Company was granted the "China's Top 10 Charitable Enterprises
for 2008" award for the first time. In the “China’s Most Respected Enterprises” poll jointly sponsored by the
Economic Observer Newspaper and the Management Case Study Center of Peking University, our Company
was granted the honour of “China’s Most Respected Enterprises” for the seventh consecutive year. In the
report on the “Assessment of Corporate Governance of Top 100 Chinese Listed Companies for 2008 issued
by the Chinese Academy of Social Sciences, our Company was ranked No. 1 amongst 100 elected enterprises.
With our outstanding operating results and strong profit growth and having been named twice as a Forbes
500 company, our Company marched into the Fortune 500 for the first time, ranking as No. 1 amongst

Chinese private erterprises on the list,
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Looking ahead to the second half of 2008, the fundamentals of the Chinese economy are sound and the
macro-economic control measures wili become more flexible. However, with the woes of the U.S. sub-prime
problem yet to dissipate, worldwide economic growth slowing down and the global inflation rising, there will
be potential pressure on slowing down the growth of the Chinese economy, our Company’s goal of surpassing
the annual profit target will be a major challenge. In the second half of the year, our life insurance business
will continue to implement the “Two Tier Market Development” strategy and enhance the average productivity
per agent through the week unit working system. Our property and casualty insurance business will continue
with its strategy to build sales channel aggressively and to control costs of sale effectively so we can achieve
our goal of "surpassing targets healthily”. For the banking business, various systems and operation platforms
will be erected to expedite our development into a nationwide bank. For the investment business, risk
management and control will be strengthened, investments will be actively sought in non-capital market,
whilst third-party asset management business will be further expanded. Meanwhile, the Company will continue
to expand the breadth and depth of cross-selling, ensuring that our synergies will be fully maximized.

Since the fourth quarter of last year, the global economy has suffered from the impact of the sub-prime issue
in the U.S., investor confidence has fallen sharply and stock markets worldwide have experienced deep
correction, our Company’s share price also experienced significant fluctuations. However, the Company's
fundamentals remain sound, and strong growth continues to be recorded across all businesses with the
competitive advantages of our integrated financial platform remaining apparent. In the second half of 2008,
China will host the Beijing Olympic Games which will draw the attention of the world, and at the same time,
it will mark the beginning of Ping An's third decade of operations. Locking at the opportunities and challenges
that lie ahead, from the perspective of an enterprise that is striving to be a century-old financial institution,
we clearly recognize that the past twenty years has merely been an important stage in our founding ang
development. Qur dream of becoming a century-old enterprise can only be realized through having the
ability to maintain sustainable growth, and in this sense, we are fully confident in our Company's long-term

investment value.

We firmly believe that, with the advantages of our Company’s integrated financial platform, prudent investment
and financial policies, strong customer base and centralized operation, Ping An is ready for all kinds of
challenges that lie ahead, and each of our businesses will strive to achieve "sustainable, valuable and superior”
growth in order to deliver long-term sustainable value to our clients, shareholders and society.

Ma Mingzhe
Chairman and Chief Executive Officer

Shenzhen, PRC
August 15, 2008
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GROUP'S CONSOLIDATED PERFORMANCE

In the first half of 2008, amidst various adverse economic factors as well as the difficulties brought about by
catastrophic natural disasters, China’s economy continued {0 grow at a steady pace as forecasted under the
macroeconomic control policies. However, the number of unfavourable factors that would hinder micro-
economic growth has clearly grown. Under this complex operating environment, the Company has actively
tackled unfavorable factors by focusing on our integrated-financial services platform and ever-increasing
competitive advantages. As a result, we have maintained the strong growth momentum of our insurance,

banking and asset management businesses.

The following is a summary of the consolidated results of the Group:

For the six months ended June 30, {in RMB million) 2008 2007
Total income 63,633 69,819
Total expenses (53,289) {(59,003)
Operating profit before tax 10,344 10,816

9,719 9,969

Net profit

The following table sets forth the breakdown of our net profit by business segment:

For the six months ended June 30, {in RMB million} 2008 2007
Life insurance 8,325 6,018
Property and casualty insurance 339 760
Banking 795 1,086
Securities 401 676
Other businesses™ {141) 1,429
Net profit 9,71% 9,969
{1) Other businesses mainly include corporate, trust business and asset management business.

Consolidated net profit decreased 2.5% to RMB9,719 million in the six months ended June 30, 2008 from
RMB9,969 million in the same period in 2007. This decrease was primarily due to the decrease in both
investment returns and profit from our investment business, as a result of fluctuations in the capital markets,
The significant decrease in net profit of other businesses was primarily due to the significant decrease in net
profit of our corporate business to RMB-339 million in the six months ended June 30, 2008 from RMB1,140
millien in the same period in 2007, as a result of the decrease in investment income.

Our life insurance business, property and casualty insurance business, banking business and securities business
accounted for approximately 85.7%, 3.5%, 8.2% and 4.1%, respectively, of our net profit.

1 Certain comparative figures have been reclassified or restated to conform 1o current period's presentation.
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Consolidated Investment Income

For the six months ended June 30,

{in RMB million, except percentages} 2008 2007
Net investment income 10,259 9,893
Net realized and unrealized gains 601 15,844
Impairment losses {1,585) -
Total investment income 9,275 25,737
Net investment yield" 3.8% 4.3%
Total investment yield'® 3.6% 8.5%
{1) Lease income from investment properties and interest income from cash and cash equivalents are inciuded in the calcuiation of

the above yields. Met foreign currency gains/losses on investiment gssets denominated in foreign currencies and investment
income from banking business are excluded in the calculation of the above yields. Average investment assets used as the
denominator are computed based on Modified Dietz method in principle.

In the first half of 2008, our domestic and overseas investments were affected by the negative factors from
both domestic and overseas capital markets. In the face of the market fluctuations, we proactively managed
to adjust asset allocation for stable investment returns, and achieved the objectives in different phases of our
investment business. However, the significant decrease in total investment income definitely has certain

negative impact on our net profit,

Our net investment income increased 3.7% to RMB10,259 million in the six months ended June 30, 2008
from RMB9,893 million in the same period in 2007. This increase was primarily due to the increase in interest
income from our fixed maturity investments. Net investment yield decreased to 3.8% in the six months
ended June 30, 2008 from 4.3% in the same period in 2007. This decrease was primarily due to the lower
dividend income from our equity investment funds.

Our total investment income decreased 64.0% to RMB9,275 million in the six months ended June 30, 2008
from RMB25,737 million in the same period in 2007, Total investment yield decreased to 3.6% in the six
months ended June 30, 2008 from 8.5% in the same period in 2007. These decreases were primarily due to
the significant decrease in net realized and unrealized gains as a result of stock market fluctuations.

Our certain available-for-sale equity investments have incurred relatively significant and prolonged unrealized
fosses. We have impaired those available-for-sale equity investments which met objective evidence of impairment
criteria as at June 38, 2008. Our holding of Fortis shares are classified as available-for-sale equity investments.
According to our long term holding strategy and relevant accounting policies, impairment provision on Fortis
shares was not considered to be necessary as at June 30, 2008.
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We managed to improve the asset allocation of our investment portfolio in response to fluctuations in the
capital markets. As a result, our fixed maturity investments as a percentage of our total investment assets
increased to 64.2% as at June 30, 2008 from 47.7% as at December 31, 2007, while our equity investments
decreased to 15.6% as at June 30, 2008 from 24.7% as at December 31, 2007,

The following table presents our investment portfolio allocations among the major categories of our

investments:
As at June 30, 2008 As at December 31, 2007

(in RMB million, except percentages) Carrying Value % of Total Carrying Value % of Total
Fixed maturity investments

Term deposits™ 49,622 11.1% 33,188 7.0%

Bond investmentst" 235,184 52.4% 191,023 40.2%

Other fixed maturity investments™ 2,946 0.7% 2,411 0.5%
Equity investments

Equity investment fund™ 15,379 3.4% 15,792 33%

Equity securities 51,390 11.4% 100,015 21.1%

nvestment in associates 3,401 0.8% 1,472 0.3%
Investment properties 3,608 0.8% 3,812 0.8%
Cash, cash equivalents and others 86,999 19.4% 127,174 26.8%
Total investments'? 448,529 100.0% 474,887 100.0%
(1 These figures exclude ftems that are classified as cash and cash equivalents.

(P} Investment assets exclude banking business.

in the second half of 2008, as part of cur effarts in attaining long term sustainable investment returns, we
will further refine our investment strategies, proactively adjust our investment portfolio asset ailocation and
actively develop our non-capital market investment business.

foreign Currency Losses
tn the first half of 2008, Renminbi continued to appreciate against other major currencies, in particular the

U.S. Dollar. As a result, we experienced a net foreign exchange loss of RMB525 million in the six months
ended June 30, 2008 as compared to a loss of RMB335 million in the same period in 2007.
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LIFE INSURANCE BUSINESS
We conduct our life insurance business through Ping An Life, Ping An Annuity and Ping An Health. Ping An

Life is the second largest life insurance company in the PRC in terms of gross written premiums, policy fees
and premium deposits. For the six months ended June 30, 2008, our life insurance business accounted for
approximately 12.8% of the total gross written premiums, policy fees and premium deposits received by the
PRC life insurance companies, based on our financial data and the PRC insurance industry data calculated in

accordance with the PRC Accounting Standards.

The following table sets forth certain operation data of our life insurance business:

As at As at
June 30,  December 31,
2008 2007
Market share of gross written premiums,
policy fees and premium deposits™ 12.8% 16.0%
Number of customers:
Individual (in thousands) 35,048 33,808
Corporate {in thousands) 399 351
Total (in thousands) 35,447 34,159
Persistency ratio:
13-month 92.5% 90.4%
25-month 84.1% 81.2%
(1) Based on our financizl data and the PRC insurance industry data calculated in accordance with the PRC Accounting Standards

and published by the CIRC.

Market share as at June 30, 2008 was computed based on gross written premiums, policy fees and premium deposits accumulated

over & period of six months.

Market share as at December 31, 2007 was computed based on gross written premiums, policy fees and premium deposits

accumulated over a pericd of one year.

In 2008, sales through bancassurance channels of the whole life insurance industry achieved significant
growth. We have aiso reinforced the development of bancassurance channels, however, the growth rate was
stili below the industry average, therefore resulting in a decrease in market share of aur life insurance

business.
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Our life insurance business has been responsive to meet the ever-changing market demand with the adoption
of proactive product strategies and the enhancement of marketing efforts. We continued to strengthen the
infrastructure of our organization, distribution channels and customer platforms, and reinforce the development
strategy of bancassurance channels. While we strive to ensure the productivity and service quality of our
sales agents, the number of our individual life insurance safes agents increased to approximately 315,000 as
at June 30, 2008 from approximately 302,000 as at December 31, 2007. We also continue our efforts in
enhancing customer service quality. As a result, the 13-month and 25-month persistency ratios for our
individual life insurance policies maintained at a satisfactory level of above 90% and 80% respectively as at
june 30, 2008. In addition, the progress of our back office process re-engineering is encouraging, which will
provide strong support for the rapid growth of our business.

Results of Operations
The following is a summary of the results of our life insurance business:

For the six months ended June 30, {in RMB million) 2008 2007
Gross written premiums, policy fees and premium depaosits 54,557 42,248
Less: Premium deposits {15,036} {10,045}
Gross written premiums and policy fees 39,521 32,203
Net earned premiums 38,495 31,450
investment income 8,768 22,038
Share of profits of associates 27 -
Other income 762 370
Total income 48,052 53,858
Change in deferred policy acquisition costs 4,966 3,727
Claims and policyhoiders' benefits {33,922) {43,045)
Commission expenses of insurance operations {5,934) (4,601}
Foreign currency losses (403) (316)
General, administrative and other expenses (3.837) (3,649)
Total expenses (39,130) (47,884)
income taxes (597) 44

8,325 6,018

Net profit
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Gross Written Premiums, Policy Fees and Premium Deposits

For the six months ended June 30, 2008 Premiums and Premium
{in RMB million} policy fees deposits Total
Individual life
New business
First year regular premiums 8,007 3,436 11,443
First year single premiums 13 - 13
Short term accident and health premiums 977 - 977
Total new business 8,997 3,436 12,433
Renewal business 23,994 5,857 29,851
Total individual life 32,991 9,293 42,284
Bancassurance
New business
First year regular premiums 31 63 94
First year single premiums 935 5.674 6,609
Short term accident and health premiums 1 - 1
Total new business 967 5.737 6,704
Renewal business 145 6 151
Total bancassurance 1,112 5,743 6,855
Group insurance
New business
First year single premiums 3,219 - 3,219
Short term accident and health premiums 2,004 - 2,004
Total new business 5,223 - 5,223
Renewal business 195 - 195
Total group insurance 5,418 - 5,418
Total life insurance 39,521 15,036 54,557
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For the six months ended iune 30, 2007

Premiums and

Premium

{in RMB miliion) palicy fees deposits Total
Individual life
New business
First year regular premiums 6,921 1,880 8,811
First year single premiums 13 - 13
Short term accident and health premiums 935 - 935
Total new business 7.869 1,890 9,759
Renewal business 19,836 4,638 24,474
Total individual life 27,705 6,528 34,233
Bancassurance
New business
First year regular premiums 45 - 45
First year singie premiums 195 3,517 3,712
short term accident and health premiums 1 - 1
Total new business 241 3,517 3,758
Renewal business 126 - 126
Total bancassurance 367 3,517 3,884
Group insurance
New business
First year single premiums 2,278 - 2,278
Short term accident and health premiums 1,641 - 1,641
Total new business 3,919 - 3,919
Renewal business 212 - 212
Total group insurance 4,131 - 4,131
32,203 10,045 42,248

Total life insurance
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Individual Life Business. Gross written premiums, policy fees and premium deposits for our individual life
business increased 23,5% to RMB42,284 million in the six months ended June 30, 2008 from RMB34,233
million in the same period in 2007. This increase was primarily due to the 27.4% increase in first year
premiums, policy fees and premium deposits to RMB12,433 million in the six months ended lune 30, 2008
from RMB9,759 million in the same period in 2007, as a result of the continued improvement in the quantity
and productivity of our agency force. In addition, renewal premiums, policy fees and premium deposits for
our individual life business increased 22.G% to RMB29,851 million in the six months ended June 30, 2008
from RMB24,474 million in the same period in 2007. Meanwhile, gross written premiums and policy fees for
renewal insurance policies of our short term accident and health insurance and guaranteed renewal health
insurance increased 7.8% to RMB1,386 million in the six months ended June 30, 2008 from RMB1,286

million in the same period in 2007.

Bancassurance Business. Gross written premiums, policy fees and premium deposits for our bancassurance
business increased 76.5% to RMB6,855 million in the six months ended June 30, 2003 from RMB3,884
million in the same period in 2007, This increase was primarily due to the launch of our new investment-
linked products sold through our bancassurance channels in the second half of 2007.

Group Insurance Business. Gross written premiums and policy fees for our group insurance business increased
31.2% to RMB5.418 million in the six months ended June 30, 2008 from RMB4,131 million in the same
period in 2007, This increase was primarily due to our focus on multi sales channel development, promotion
of employee welfare benefit plans and other businesses. Gross written premiums and policy fees for our
short-term accident and health insurance of group insurance business increased 22.1% to RMB2,004 million
in the six months ended June 30, 2008 from RMB1,641 million in the same period in 2007

The following table sets forth the breakdown of gross written premiums, policy fees and premium depaosits
for our life business by product type:

2008 2007
For the six months ended lune 30, % of % of
{in RMB million, except percentages) Amount Total Amount Total
Participating 21,597 39.6% 17,137 40.6%
Universal life 14,400 26.4% 11,583 27.4%
tong term heatth 4,203 7.7% 4,095 9.7%
Life 2,818 5.2% 2,928 6.9%
Investment-linked 5,298 8.7% 2,035 4.8%
Annuity 3,259 6.0% 1,893 4.5%
Short term accident and health 2,982 5.4% 2,577 51%
Total 54,557 100.0% 42,248 100.0%
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Investment income

For the six months ended June 30,

{in RMB million, except percentages) 2008 2007
Net investment income 8,192 8,937
Net realized and unrealized gains 1,858 13,101
Impairment losses {1.282) -
Total investment income 8,768 22,038
Net investment yield" 4.0% 4.6%
Total investment yield™ 4.2% 8.9%
4} Lease income from investment properties and interest income from cash and cash equivalents are included in the calculstion of

the abave yields. Met foreign currency gains/losses on investment assets denominated in foreign currencies are excluded in the
calculation of the above yields. Average investment assets used as the denominator are computed based on Modified Dietz

method in principle.

Net investment income for our life insurance business decreased 8.3% to RMB8,192 million in the six months
ended June 30, 2008 from RM88,937 million in the same period in 2007. This decrease was primarily due to
the decrease in dividend income received from our equity investment funds as a resuft of stock market
fluctuations, which was partially offset by an increase in interest income from our fixed maturity investments.
Net investment yield for our life insurance business decreased to 4.0% in the six months ended June 30,
2008 from 4.6% in the same period in 2007,

Total investment income for our life insurance business decreased 60.2% to RMB8,768 million in the six
months ended June 30, 2008 from RMB22,038 million in the same period in 2007. Total investment yield for
our life insurance business decreased to 4.2% in the six months ended June 30, 2008 from 8.9% in the same
period in 2007. These decreases were primarily due to the significant decrease in net realized and unrealized
gains as a result of the stock market fluctuations, as well as the impairment losses provided for certain

availahle-for-sale equity investments.

Change in Deferred Policy Acquisition Costs
The change in deferred policy acquisition costs was RMB4,966 million in the six months ended June 30, 2008

as compared to RMB3,727 million in the same period in 2007. The bigger change in deferred policy acquisition
costs was primarily due to the increase in first year premiums, policy fees and premium deposits from our

individual life business.
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Claims and Policyholders’ Benefits
Claims and policyholders' benefits decreased 21.2% to RMB33,922 million in the six months ended June 30,

2008 from RMB43,045 million in the same period in 2007. The following table summarizes total expenses
pursuant to claims, surrenders, annuities, maturities and survival benefits, policyholder dividends and provisions,
interest credited to policyholder contract deposits, and increase in policyholders' reserves.

For the six months ended June 30, {in RMB million) 2008 2007
Claims 1,97¢% 1,604
Surrenders 4,588 4,181
Annuities 1,660 1,427
Maturities and survival benefits 7,217 3,582
Policyholder dividends and provisions 4,162 897
Interest credited to policyholder contract deposits 1,083 451

13,233 30,903

Increase in policyholders' reserves

Total claims and policyholders' benefits 33,922 43,045

Payments for claims increased 23.4% to RMB1,979 million in the six months ended Jjune 30, 2008 from
RMB1,604 million in the same period in 2007. This increase was primarily due to the increase in gross written
premiums and policy fees for our quaranteed renewal health insurance as well as higher claims expense
incurred for our short term accident and health products.

Payments for surrenders increased 9.7% to RMB4,588 mitlion in the six manths ended fune 30, 2008 from
RMB4,181 million in the same period in 2007. This increase was primarily due to the increase in payments for
surrenders of certain insurance products sold through our bancassurance channels.

Payments for maturities and survival benefits increased significantly to RMB7,217 million in the six months
ended June 30, 2008 from RMB3,582 million in the same period in 2007, This increase was primarily due to
the increase in maturities and survival benefits paid as a result of the product features of certain individual

life insurance and bancassurance products.

Payments for policyholder dividends and provisions increased significantly to RMB4,162 million in the six
months ended June 30, 2008 from RMB897 million in the same period in 2007. This increase was primarily
due to the higher dividend level for our participating products and distribution of special dividends. Qur
participating special dividend reserves decreased accordingly.
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Payments for interest credited to policyholder contract deposits increased significantly to RMB1,083 m|II|on in
the six months ended June 30, 2008 from RMB451 million in the same period in 2007. This increase was
primarily due to the increase in sales of universal life policies and higher credit interest rates for our universal
iife insurance. Cur universal life smoothing reserves decreased accordingly.

The increase in policyholders' reserves was RMB13,233 million in the six months ended June 30‘ 2008 as
compared to RMB30,903 miilion in the same period in 2007. The smaller increase in pollcyho!ders reserves
was primarily due to (1) the significant increase in payments for policyholder dividends and interests credited
for universal life insurance and significant decrease in market value of certain investment assets in the first
half of 2008, as a result, the difference (decrease} of change in participating special dividend resslerves and
universal life smoothing reserves between the two periods was RMB16,571 million; (2) the significanlt increase

'

in payments for maturities and survival benefits.

Commission Expenses

For the six months ended June 30, 2008 - 2007

Commission expenses as a percentage of gross written premiums,
policy fees and premium deposits 10.9% ! 10.9%

Commission expenses of insurance operations, which we paid primarily to our sales agents, increased 29.0%
to RMB5,934 million in the six months ended June 30, 2008 from RMB4,601 million in the same period in
2007. This increase was primarily due to the increase in gross written premiums, policy fees, and premium
deposits. As a percentage of gross written premiums, policy fees and premium deposits, commission’ expenses
maintained at 10.9% in the six months ended june 30, 2008 as compared to the same period in 2007.

General, Administrative and Other Expenses I

For the six months ended June 30,

(in RMB million, except percentages) 2008 2007
Business tax and surcharges 569 J 753
Other general, administrative expenses and other expenses 3,268 b 2,896
Total 3,837 . 3,649

General, administrative and other expenses as a percentage of
gross written premiums, policy fees and premium deposits 7.0% 8.6%
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General, administrative and other expenses increased 5.2% to RMB3,837 million in the six months ended
June 30, 2008 from RMB3,649 million in the same period in 2007. This increase was primarily due to the
increase in gross written premiums, policy fees and premium deposits. General, adminisirative and other
expenses as a percentage of gross written premiums, policy fees and premium deposits decreased to 7.0% in
the six months ended June 30, 2008 from 8.6% in the same period in 2007. This decrease was primarily due
to the decrease in business tax and surcharges paid on realized investment gains, as a result of capital

market fluctuations.
Income Taxes

For the six months ended June 30, 2008 2007

Effective tax rate 6.7% -0.7%

Income taxes increased to RMB537 million in the six months ended June 30, 2008 from RMB-44 milion in
the same period in 2007. The effective tax rate increased t0 6.7% in the six months ended June 30, 2008
from -0.7% in the same period in 2007. These increases were primarily due to the significant decrease in
dividend income from equity investment funds, which was entitled to certain tax exemptions.

Net Profit
As a result of the foregoing, the net profit from our life insurance business increased 38.3% to RMB8,325

millien in the six months ended June 30, 2008 from RMB6,018 million in the same period in 2007,

PROPERTY AND CASUALTY INSURANCE BUSINESS

We conduct our property and casualty insurance business through Ping An Property & Casualty and Ping An
Hong Kong. Ping An Property & Casualty is the third largest property and casualty insurance company in the
PRC in terms of gross written premjums. For the six months ended June 30, 2008, our property and casualty
fnsurance business accounted for approximately 10.7% of the total gross written premiums received by the
PRC property and casuafty insurance companies, based on our financial data and the PRC insurance industry

data calculated in accordance with the PRC Accounting Standards.
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The following tables set forth certain operation data of our property and casualty insurance business:

As at As at
June 30, Decémber 31,
2008 ! 2007
i
Market share of gross written premiumst 10.7% 10.3%
Number of customers:
Individual (in thousands} 8,680 | 7,140
Corporate (in thousands) 2,036 . 1817
Total (in thousands} 10,716 8,757
|
For the six ' For the
months ended yéar ended
June 30, December 31,
2008 2007
Combined ratio:
Expense ratio 36.5% 36.5%
Loss ratio 69.6% 61.1%
|
Combined ratio 106.1% 97.6%
{1) Based on our financial data and the PRC insurance industry data calcutated in accordance with the PRC Accounting Standards

and published by the CIRC.

tMarket share as at fune 30, 2008 was computed based on gross writlen premiums accumulated over a period of six months.
Marke1 share as at December 31, 2007 was computed based on grass writien premiums accumulated over a period of one year.

In the first half of 2008, the accurrence of natural disasters such as heavy snow storm, earthquakes and rain
storm, as well as the decrease in premium rates of compulsory third party liability insurance for automoblles
have led to an increase in combined ratio and exerted pressure on the profitability of our property and
casualty insurance business. If excluding net loss from heavy snow storm, earthquakes and rain storm, our

combined ratic was 98.2% in the six months ended June 30, 2008.
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In order to achieve healthy and stable growth in our property and casualty insurance business in an increasingly
competitive market, we have proactively implemented measures to strengthen the build-up of our distribution
network, including the reinforcement of our direct sales channels targeting high-end customers and
strengthening of the sales capability of our professional sales force. Also, more efforts were put on the
development of low-cost sales channels such as telemarketing and cross selling, with the aim to increase the
share attributable to sales through low-cost distribution channels. Meanwhile, based on tha characteristics of
regional markets, we have implemented more refined regional development and resources allocation strategies.

We continuously review every segment of our operations and refine the critical processes, with the aim of
reinforcing our centralized operating platform, establishing a teading operations management system in
Maintand China, minimizing operation costs and achieving a sustainable corporate growth.

Resuits of Operations
The following is a summary of the results of our property and casualty insurance business:

For the six months ended June 30, {in RMB million) 2008 2007
Gross written premiums 14,671 11,637
Net earned premiums 9,619 7.599
Reinsurance commission income 657 564
investment income 990 957
Other income 29 12
Total income 11,295 9,132
Change in deferred policy acquisition costs 350 409
Claims expenses (6.697) {(4,804)
Commission expenses of insurance operations {1,405) (1,124}
Foreign currency losses (37) (11}
General and administrative expenses (3.165) (2,540)
Including: investment related general and administrative expenses (50} (32)
Other expenses {12) (i)
Total expenses (10,966) (8,081)
Income taxes 10 (291)
339 760

Net profit
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Gross Written Premiums

For the six months ended June 30, (in RMB million) 2008 2007
Automobile insurance 10,225 - 7,801
Non-automobile insurance 3,650 3,254
Accident and health insurance 796 | 582

Total gross written premiums 14,671 v 11,637

Gross written premiums increased 26.1% to RMB14,671 million in the six months ended June 30, 2008 from
RMB11,637 million in the same period in 2007, This increase was primarily due to the steady gr0wth in all

three principal lines of our property and casualty insurance business.

Automobile Insurance Business. Gross written premiums attributable to our automobile insurance business
increased 31.1% to RMB10,225 million in the six months ended June 30, 2008 from RMB7,801 million in the
same period in 2007. This increase was primarily due to the continued increase in demand for automobiles in

the PRC. '

Non-automobile Insurance Business. Gross written premiums attributable to our non-automobile insurance
business increased 12.2% to RMB3,650 million in the six months ended June 30, 2008 from RMB3,254
million in the same period in 2007. This increase was primarily due to the increase in sales of commercial
property insurance and cargo insurance. Gross written premiums attributable to our commercial property
insurance increased 6.3% to RMB1,645 million in the six months ended june 30, 2008 from RMB1,547
million in the same period in 2007, and gross written premiums attributable to our cargo insurance !increased
40.9% to RMB455 million in the six months ended June 30, 2008 from RMB323 million in the same period in

2007.

Accident and Health Insurance Business. Gross written premiums attributable to our accident and health
insurance business increased 36.8% to RMB796 million in the six months ended June 30, 2008 from RMB582
million in the same period in 2007. This increase was primarily due to our continuous focus on growmg this

line of business.

investment Income

For the six months ended June 30,

(in RMB million, except percentages) 2008 : 2007
Net investment income 538 I 407
Net investment yield" 3.7% . 3.5%
Total investment income 990 957
Total investment yield™ 5.8% | 6.4%
{1) Lease income from investment properties and interest income from cash and cash equivalents are incfuded in the célculation of

the above yields, Net foreign currency gainsflosses on investment assets denominated in foreign currencies is excluded in the
caleulation of above yields. Average investment assets used as the denominator are computed based on Modified Dietz method

in principle. .
i
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Net investment income for our property and casuaity insurance business increased 32.2% to RMB538 miltion
in the six months ended June 30, 2008 from RMB4G7 million in the same period in 2007. This increase was
primarily due to the higher dividend income received from our equity investment funds. Net investment yield
for our property and casualty insurance business increased to 3.7% in the six months ended June 30, 2008

from 3.5% in the same period in 2007.

Total investment income for our property and casualty insurance business increased 3.4% to RMB990 million
in the six months ended June 30, 2008 from RMB957 million in the same period in 2007. Our total investment
yield for our property and casualty insurance business decreased to 5.8% in the six months ended June 30,
2008 from 6.4% in the same period in 2007. This decrease was primarily due to the decrease in net realized

and unrealized gains as a result of stock market fluctuations.

Change in Deferred Policy Acquisition Costs
The change in deferred policy acquisition costs was RMB350 million in the six months ended june 30, 2008

as compared to RMB409 million in the same period in 2007, The smaller change in deferred policy acquisition
costs was primarily due to the decrease in the percentage of acquisition cost that can be deferred in the six
months ended June 30, 2008 as compared to the same period in 2007.

Claims Expenses

For the six months ended june 30, {in RMB million) 2008 2007
Automobile insurance 5,292 3,935
Non-automobile insurance 1,029 594
Accident and health insurance 376 275

6,697 4,804

Total claims

Total claims increased 39.4% to RMB6,697 million in the six months ended June 30, 2008 from RMB4,804
million in the same period in 2007.

Claims attributable to our automobile insurance business increased 34.5% to RMBS5,292 million in the six
months ended June 30, 2008 from RMB3,935 million in the same period in 2007, This increase was primarily
due to the increase in gross written premiums during the past twelve months.

Claims attributable to our non-automobile insurance business increased 73.2% to RMB1,029 million in the
six months ended June 30, 2008 from RMB594 million in the same period in 2007. This increase was
primarily due to the increase in claims expense as a result of natural disasters such as snow storm and

earthquakes.
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Claims attributable to our accident and health insurance business increased 36.7% to RMB376 million in the
six months ended June 30, 2008 from RMB275 million in the same period in 2007. This increase was
primarily due 10 the increase in gross written premiums during the past twelve months.

For the six months ended June 30, 2008, claims for our property and casualty business due to heavy snow
storm, earthquakes and rain storm, which include claims incurred and claim reserves, net of ¢claims recoverable
from reinsurers, were approximately RMB486 million, RMB114 million and RMB132 million respectivfely.

Commission Expenses

For the six months ended June 30, 2008 2007

- . . |
Commission expenses as a percentage of gross written premiums 9.6% . 97%

Commission expenses of insurance operations increased 25.0% to RMB1,405 million in the six months ended
June 30, 2008 from RMB1,124 million in the same period in 2007. This increase was primarily due to the
increase in gross written premiums. As a percentage of grass written premiums, commission expenses decreased
10 9.6% in the six months ended June 30, 2008 from 9.7% in the same period in 2007, which was l|<ept on a

steady level. |

General, Administrative and Other Expenses

For the six months ended June 30,

{in RMB million, except percentages) 2008 L2007
|
Business tax and surcharges 834 j 661
Other general, administrative expenses and other expenses 2,343 ' 1,890
Total 3,177 2,551
i
General, administrative and other expenses as a percentage of !
S M.2% ©21.9%

gross writlen premiums

General, administrative and other expenses increased 24.5% to RMB3,177 million in the six months ended
June 30, 2008 from RMB2,551 million in the same period in 2007, This increase was primarily due to the
increase in gross written premiums and increased marketing efforts resulting from intensified market
competition in the property and casualty insurance industry. General, administrative and other expenses as a
percentage of gross written premiums decreased to 21.7% in the six months ended June 30, 2008 from

21.9% in the same periad in 2007.
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Income Taxes

For the six months ended June 30, 2008 2007

Effective tax rate -3.0% 27.7%

Income taxes decreased to RMB-10 million in the six months ended June 30, 2008 from RMB291 million in
the same period in 2007, The effective tax rate decreased to -3.0% in the six months ended June 30, 2008
from 27.7% in the same period in 2007, These decreases were primarily due to the increase in dividend
income from equity investment funds, which was entitled to certain tax exemptions.

Net Profit
As a result of the foregoing, the net profit from our property and casualty insurance business decreased
55.4% to RMB339 million in the six months ended June 30, 2008 from RMB760 million in the same period in

2007.

BANKING BUSINESS
We conduct our banking business through Shenzhen Ping An Bank.

fn the first half of 2008, whilst Shenzhen Ping An Bank is developing its existing businesses, gradual
establishment of a national branch network is underway. The approval of the opening of Quanzhou Branch
by the CBRC signifies another important milestone of Shenzhen Ping An Bank for its national expansion.
Shenzhen Ping An Bank maintained a robust growth in corporate and consumer banking businesses. Since
the first launch of credit card in Shenzhen and Shanghai in mid 2007, the accumulated number of in-force
credit cards has reached 700,000. Amidst the growth in businesses, loan quality has been consistently
improving. Non-performing loan ratio is controlled at 0.5%. Projects such as operation centralization, 1T
platform reconstruction and strengthening of risk management are well underway; management capability at
head office level has been improved; mechanisms supporting capital management, financial management and
cost management have been established and enhanced; more manpower are being allocated to various
businesses and high calibre managers are not only brought in externally, but alse cultivated internally. All
these measures have laid down a solid foundation for the Shenzhen Ping An Bank to become a nationwide

bank.
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Results of Operation
The following is a summary of the results of our banking business.

For the six months ended June 30, {in RMB million) 2008 2007
Net interest income 1,985 1,459
Net fees and commission income 87 - ‘ 52
Investment income (52) ! 43
Other income, net 13 477
Total operating income 2,033 2,031
Assets impairment losses/(reversal) {61) . 62
Net operating income 1,972 2,093
General, administrative and other expenses” {1,009) ! (851)
Profit before tax 963 ; 1,242
income taxes {168) - (i58)
Net profit 795 1,086
4} General and administrative expenses include operating expenses, business tax and surcharges, other expenses and non-operating
|
EXpenses.

The net profit from our banking business decreased 26.8% to RMB795 million in the six months enjcled June
30, 2008 from RMB1,086 million in the same period in 2007. If taken out the one-off benefits of non-
performing package assets disposal and reversals of litigation provisions from the first half results of 2007
(RMB40%9 million in total), the net profit in the six months ended June 30, 2008 in fact increased even
though significant capital expenditure and investments for future has been made. |
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Net Interest Income

For the six months ended June 30, (in RMB million, except percentages) 2008 2007

Interest income

Lean and advances to customers 2,274 1,348

Balances with the central bank 146 73

Due from banks and other financial institutions 323 295

Bond interest income 633 541
Total interest income 3,376 2,257
Interest expense

Customers deposits 1,085 641

Due to banks and other financial institutions 306 157
Total interest expense 1,391 798
Net interest income 1,885 1,459
Net interest spread™ 29% 2.4%
Average interest earning assets balance 127,736 118,411
Average interest bearing liabilities balance 121,579 110,507
(1) Net interest spread represents the difference between the average yield on interest earning assets (excluding recovery of interest

income on non-performing loans) and the average cost on interest bearing liabilities.

Net interest income increased 36.1% to RMB1,985 million in the six months ended June 30, 2008 from
RMB1,459 million in the same period in 2007. This increase was primarily due to the widening of net interest
spread. Net interest spread increased 50 basis point to 2,9% in the six months ended June 30, 2008 from

2.4% in the same period in 2007,

Investment Income
Investment income for our banking business decreased to RMB-52 million in the six months ended June 30,

2008 from RMB43 million in the same period in 2007, This decrease was primarily due to the changes in fair
values of bond investments and derivative financial instruments.

Other income
Other income decreased significantly to RMB13 million in the six months ended June 30, 2008 from RMB477

million in the same period in 2007. As discussed above, this decrease was primarily due to the lack of one
off benefits from non-performing package assets disposal and reversals of litigation provisions in the first half

of 2008.
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General, Administrative and Other Expenses

For the six months ended June 30, .

{in RMB million, expect percentages) 2008 L2007
General and administrative expenses 864 ‘ 733
Business tax and surcharges 126 f 77
Other expenses and non-operating expenses 19 41
Total general, administrative and other expenses 1,009 851

Cost to income ratiot 42.5% ' 36.1%

m Cost-to-income ratio is defined as general and administrative expenses/operating income.

General, administrative and other expenses increased 18.6% to RMB1,009 million in the six months ended
June 30, 2008 from RMB851 million in the same period in 2007. Cost to income ratio increased to 42.5% in
the six months ended June 30, 2008 from 36.1% in the same period in 2007. These increases were primarily
due to investments for the growth of credit card business, opening of new sub-branches, investments on the
IT infrastructure and staff hiring. All of these are necessary to support sustainable growth of business in
future, as well as taying down a solid foundation for national expansion in future. ‘

Assets Impairment Losses !

Assets impairment losses were RMB61 million in the six months ended June 30, 2008 as compared 10
impairment reversal of RMB62 million in the same period in 2007. This increase was primarily due ta the fact
that there was no write-back of provision in respect of non-performing assets in the first haif of 2008

Income Tax
|

2008 2007

|
17.4% - 12.6%

For the six months ended June 30,

Effective tax rate

Income tax increased 7.7% to RMB168 million in the six months ended June 30, 2008 from RMB156 mitlion
in the same period in 2007. Effective tax rate increased to 17.4% in the six months ended June 30, 2008
from 12.6% in the same period in 2007. This increase was primarily due to the implementation of new
Corporate Income Tax Law on January 1, 2008. Income tax rate for the Shenzhen area increased to 18.0% in

2008 from 15.0% in 2007, i
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Loans and advances mix

{in RMB million}

Corperate loans
Discounted bills
Retail loans

Total loans and advances

As at As at
June 30, December 31,
2008 2007
43,398 36,142
4,956 5,976
20,689 19,782
69,043 61,900

Total loan and advances increased 11.5% to RMBB9,043 million as at June 30, 2008 from RMB61,900 million
as at December 31, 2007. Corporate loans increased 20.1% to RMB43,398 million and accounted for 62.9%
of the total loans and advances as at June 30, 2008 (December 31, 2007: 58.4%). Retail loans increased
4.6% to RMB20,689 million and accounted for 30.0% of the total loans and advances as at June 30, 2008
(December 31, 2007: 32.0%). Due to lcan mix restructuring and asset and liability management, discounted
bills decreased 17.1% to RMB4,956 million as at June 30, 2008.

Deposits Mix

{in RMB million)

Corporate deposits
Retail deposits
Guarantee deposits

Qutward remittance and remittance outstanding

Total customer deposits

As at As at
June 30,  December 31,
2008 2007
81,445 96,941
11,896 10,184
6,320 5,397
1,014 531
100,675 113,053

Total customer deposits decreased 10.9% to RMB100,675 million as at June 30, 2008 from RMB113,053
million as at December 31, 2007. If excluding the withdrawal of short term deposits by the parent company
amounted to RMB14,300 miilion, total corporate deposits from external corporate customers (including
corporate deposits, guarantee deposits and outward remittance and remittance outstanding) remain steady.
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Loan Quality [

As at As at

June 30, December 31,

(in RMB million, except percentages) 2008 '2007
Pass 64,712 58,370
Special mention 3,999 3,018
Substandard 204 296
Doubtful 84 . 167
Loss 44 48
Total loans and advances 69,043 | 61,900
Total non performing loans 332 ] 511
Non-perfarming loans ratio 0.5% . 08%
Impairment provisions balance 422 ' 420

Provisions coverage ratio 127.1% 82.2%

Loan quality continue to improve in the first half of 2008. Nen-performing loan ratic and absolute balance
decreased from 0.8% to 0.5% and from RMB511 million to RMB332 million respectively. This decrease was
primarily due to successful collection of bad loans of RMB180 million in the first half of 2008 and low

migration rate from performing categories to non-performing categories. :

Provision coverage ratio increased significantly to 127.1% as at June 30, 2008 from 82.2% as at December
31, 2007. As discussed above, this increase was primarily due to the significant decrease in non- performmg
loans. |

Capital Adequacy Ratio
As at © Asat

June 30, Dece‘mber 31,
(in RMB million, except percentages) 2008 2007
Capital 7,152 6,209
Risk-weighted assets 70,696 68,466
CAR (regulators stipulate >=8%) 10.1% Y91%

Core CAR (regulators stipulate >=4%]) 10.2% - 9%

As at June 30, 2008, Shenzhen Ping An Bank's capital adequacy ratio and core capital adequacy ratios were
comfortably above regulatory stipulated level at 10.1% and 10.2% respectively. '
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SECURITIES BUSINESS
We conduct cur securities business through Ping An Securities.

In the first half of 2008, as the domestic capital markets went through a thorough reshuffle, for which the
transaction volume of secondary markets substantialfly shrank, our securities brokerage and proprietary trading
businesses were somehow affected. Nethertheless, the Company's investment banking business continued to
maintain a strong momentum. Apart from keeping our feading position in small and medium enterprises
underwriting, we successfully underwrote the further issuance of RMB11.5 billion by CONCH, making a
breakthrough in our underwriting history. In March 2008, we successfully launched our first combined financial
product, Nian Nian Hong No.1 {"FF 4T 198 ). In the future, while continuing to focus on enhancing the
capability of our branches, Ping An Securities will leverage the Group’s integrated financial strengths and
grasp the apportunities of business expénsion, so as to constantly increase its market share in the brokerage

business.

Results of Operation
The following is a summary of the results of our securities business:

for the six manths ended Junhe 30, (in RMB millian) 2008 2007
Net fees and commission income 854 975
Investment income 103 491
Other income 3 _
Total operating income 960 1,466
Foreign currency losses (4) (2)
General, administrative and other expenses (456) {605)
Total operating expenses (460) {607)
Income taxes (99) (183)

401 676

Net profit
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Net Fees and Commission Income
The following table sets forth the major components of net fees and commission income:

For the six months ended June 30, {in RMB million) 2008 2007
Fees and commission income
Brokerage fees 509 ; 790
Underwriting commission income 392 i 224
Others " ! 32
Total fees and commission income 912 i 1,046
Fees and commission expenses '
Brokerage fees paid (58) | (71)
i
Total fees and commission expenses (58) {(71)

Net fees and commission income 854 975

{
Brokerage fees income from our brokerage business decreased 35.6% to RMBS509 million in the six months
ended June 30, 2008 from RMB790 million in the same period in 2007, This decrease was primarily due to
the significant shrinkage of the transaction volume as a result of the thorough reshuffle of domestic capital

markets.
|

Underwriting commission income from our investment banking business increased 75.0% to RMB3392 million
in the six menths ended June 30, 2008 from RMB224 million in the same period in 2007. This increase was
primarily due to the increased issue amount of major underwriting of our investment banking business and a

breakthrough of sizable underwriting. ‘
The decrease in brokerage fees expenses was in line with the decrease in brokerage fees income.

As a result of the foregoing, net fees and commission income decreased 12.4% to RM8854 million! in the six
months ended June 30, 2008 frem RMBS75 mitlion in the same period in 2007, '
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Investment Income

For the six months ended June 30, (in RMB million) 2008 2007
Net investment income 79 36
Net realized and unrealized gains 24 45%

103 491

Total investment income

Total investment income from our securities business decreased 79.0% to RMB103 million in the six months
ended June 30, 2008 from RMB491 miliion in the same period in 2007. This decrease was primarily due to
the significant decrease in net realized and unrealized gains as a result of stock market fluctuations.

General, Administrative and Other Expenses
General, administrative and other expenses decreased 24.6% to RMB456 million in the six months ended

June 30, 2008 from RMB605 million in the same period in 2007. This decrease was primarily due to the
decrease in innovative business refated expenses as a result of capital market fluctuations.

Income Taxes

For the six months ended June 30, 2008 2007

Effective tax rate 19.8% 21.3%

Income taxes decreased 45.9% to RMBS9 million in the six months ended June 30, 2008 from RMB183
million in the same period in 2007. This decrease was primarily due to the decrease of taxable profit. The
effective tax rate decreased to 19.8% in the six months ended June 30, 2008 from 21.3% in the same

period in 2007,

Net Profit
As a resuit of the foregoing, the net profit from our securities business decreased 40.7% to RMB407 million

in the six months ended June 30, 2008 from RMB676 million in the same period in 2007.
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|
TRUST BUSINESS |
We conduct our trust business through Ping An Trust. |

In the first hatf of 2008, facing the changing market environment and slow-moving of trust produ‘cts sales,
Ping An Trust kept abreast of market demands, initiatively adjusted product structures, focused mainly on
researches of fixed gain products and innovative products and successfully launched a series of innovative
products, such as credit assets backed securitization, fund investment trust and private equity investment
trust. Our trusted business maintained sound development momentum and Ping An Trust continued to gain
market influence. In the mean time, Ping An Trust further explored customer resources, expaqded sale
channels and smoothly implemented the constructions of private banking platform, customer service platform
and risk management platform. All those measures will pave the track for the fast development of our trust
business in the future. In addition, with the gradual expansion of investment team and the perfectuon of
investment platforms, Ping An Trust's investments in non-capital markets progressed smoothly and the
investment projects were all under stable development, which will contribute to the increase of our profits as

a whole in the future. |
|
i

Results of Operation
The following is a summary of the results of our trust business:

For the six months ended June 30, (in RMBE million) 2008 2007
Net fees and commission income 241 122
Investment income 551 : 322
Other income - 4
Total operating income 792 b 448
Asset impairment losses 9 : (5)
Foreign currency losses (1) ; (1)
General, administrative and other expenses (91) : (106}
Total operating expenses {83) ‘ {112)
Income taxes {70) ‘ {61)
i
Net profit 639 f 275
i
(1} The above figures are presented at company's level, where interests in subsidiaries are accounted for at cost. |
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Net fees and Commission Income
The following table sets forth the major components of net fees and commission income:

For the six months ended June 30, (in RMB million) 2008 2007

Fees and commission income

Management fees of trust products 269 246

Commission income from custodian and other fiduciary services 15 -

Others 21 11
Total fees and comemission income 305 257
Fees and commission expenses

Handing charges of trust products (49) {125)

Others (15) {10}
Total fees and commission expenses (64) (135)

241 122

Net fees and commission income

Fees and commission income increased 18.7% to RMB305 million in the six months ended June 30, 2008
from RMB257 miltion in the same period in 2007. This increase was primarily due to the increase in the size
of trust assets managed by the Company as compared to the same period of last year. As a result, management
fees of trust products increase 9.3% to RMB269 million in the six months ended lune 30, 2008 from
RMB246 million in the same period in 2007, In addition, we received service fee income of RMB15 million
from offering other fiduciary business in the first half of 2008.

Fees and commission expenses decreased 52.6% to RMB6&4 million in the six months ended June 30, 2008
from RMB135 million in the same period in 2007. This decrease was primarily due to the significant decrease
in handling charges of equity trust products as a result of capital market fluctuations.

As a result of the foregoing, net fees and commission income increased 97.5% to RMB241 million in the six
manths ended June 30, 2008 from RMB122 million in the same period in 2007,

Investment Income

For the six months ended June 30, {(in RMB million} 2008 2007
Net investment income 285 76
Net realized and unrealized gains 266 246

551 322

Total investment income
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Total investment income from our trust business increased 71.1% to RMBS551 miltion in the six months ended
June 30, 2008 from RMB322 million in the same period in 2007. This increase was primarily due to the
dividends received by Ping An Trust of RMB232 million from Ping An Securities, its subsidiary, and d:isposmon

of certain equity investments to lock-in profits accumulated in previous periods. i

|

General, Administrative and Other Expenses

General, administrative and other expenses decreased 14.2% to RMB91 million in the six months eqded June

30, 2008 from RMB106 miltion in the same period in 2007. This decrease was primarily due 1o the
implementation of cost control initiatives. !

Income Taxes

For the six months ended June 30, 2008 I 2007

tffective tax rate 9.9% + 18.2%

Income taxes increased 14.8% to RMB70 million in the six months ended June 30, 2008 from RMB&1 million
in the same period in 2007. This increase was primarily due to the increase in taxable profits. The, effective
1ax rate decreased to 9.9% in the six months ended June 30, 2008 from 18.2% in the same perlod in 2007,
This decrease was mainly due to the dividends received from Ping An Security, its subsidiary, which was

entitled to certain tax exemptions.
Net profit ;
As a result of the foregoing, the net profit from our trust business significantly increased to RMB639 million
in the six months ended June 30, 2008 from RMB275 million in the same period in 2007, !

!
SYNERGY OF iINTEGRATED FINANCIAL BUSINESS

Naticnwide integrated Operating Center
As at June 30, 2008, we have fully completed the centralization of individual life insurance underwriting and

claims functions, claims of automobile insurance and property and casualty insurance, accounting a?tivities of
various branches and a national call centre, which marked the accomplishment of its first-phase integration.
Meanwhile, after two years of integrated operation, the nationwide integrated operating centre has'gradually
demonstrated its role in improving service efficiency, strengthening risk control and reducing operating costs.
In the future, leveraging on its advanced information platform and technological means as well as its extensive
experiences in workflow optimization, standardization drive and cperation management, we will igradually
expand the application of these core operating capabilities, maximize the economy of scale generated from
integrated operation and keep on refining the integrated financial service platform, so that we will be able to
provide our customers with more services and products and facilitate the rapid business growth.

'
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Cross Seiling
After years of hard efforts, our cross-selling of financial products has been greatly strengthened in terms of

sales amounts and product types with remarkable sales performance, while the synergy of integrated financial
business has been increasingly demonstrated. The following table sets out the Company’s cross-selling

performance for the six months ended june 30, 2008:

Business

New business acquired through cross-selling contribution

{in RMB million, except otherwise indicated) Amount percentage (%)

Property and casualty insurance business

Premium income 2,047 14.0
Corporate annuity business

Entrusted assets 658 12.5

Assets under investment management 746 12.7
Trust business

Trust plans 401 1.3
Banking

Corporate deposits 486 9.1

270 55.8

Credit cards {in thousands)

LIQUIDITY AND FINANCIAL RESCURCES
Liquidity and financial resources are managed at the Group level on a consolidated basis. We are a holding

company and, with the exception of investment management activities, do not conduct any significant business
operations on our own. As a result, we depend upon dividends and distributions from our operating subsidiaries
and the revenues from aur investment assets for substantially all of aur operating cash inflows.

In addition to cash and cash equivalents held by the Group, we have two additional sources of liquidity. They
are liquid investments held for trading and short-term borrowings.

Liquid investments held for trading are listed or are traded in an active market and can be converted to cash
easily without incurring significant charges.

The following table summarizes the carrying amount of liquid assets held by the Group:

As at As at

June 30, December 31,

{in RMB million) 2008 2007
Cash and cash equivalents 67.514 94,058
Held-for-trading investments 31.614 36,568
99,128 130,626

Total fiquid assets
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The Group utilizes short-term borrowings and assets sold under agreements to repurchase as pzjm of the
fiquidity management for our daily operations. The following table summarizes the carrying amounf of these

arrangements: |
!

As at As at

June 30, December 31,

(in RMB million) 2008 | 2007
i

Short-term borrowings 3,947 . 3,894

16,356 © 13,556

Assets sold under agreements to repurchase.

The management believes that the liquid assets currently held, together with net cash generated from future
operations, and the availability of short-term borrowings will enable the Group to meet its foreseeable cash

requirements. |

Capitaf Structure
Total equity decreased to RMB90,420 miilion as at June 30, 2008 from RMB113,851 million as at December

31, 2007. This decrease was primarily due to the distribution of final dividends far 2007, as well as the net
unrealized losses on our available-for-sale equity investments as a result of capital market fluctuations.

The Group had no material charges on its group assets.

Gearing Ratio

As at . Asat
June 30, December 31,
2008 . 2007

Gearing ratio 87.2% . 83.8%

The gearing ratio is computed by dividing the sum of total liabilities and minority interests by total assets.
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Contractual Obligation and Other Commercial Commitments
The following table sets forth our aggregate contractual obligations and other commercial commitments for

the periods specified:

As ét As at

June 30, December 31,

(in RMB miilion} 2008 2007
Contractual commitments {contracted, but not provided for) 33,033 11,048
1,959 1,160

Operating lease commitments

FOREIGN CURRENCY RISK

Foreign currency denominated assets held by the Group are exposed to foreign currency risks. These assets
include monetary assets such as deposits and bonds held in foreign currencies, and non-monetary assets
measured at fair value such as our stocks and funds held in foreign currencies. The Group’s foreign currency
denominated ltabilities are also exposed to fluctuations in exchange rates. These liabilities include monetary
liabilities, such as loans, customer's deposits and claim reserves denominated in foreign currencies and non-
monetary liabilities measured at fair value. The expasures to fluctuations in exchange rates from the above

assets and liabilities offset each other.

The Group uses sensitivity analysis to estimate its risk exposure. Foreign currency risk sensitivity is estimated
by assuming a simultaneous and uniform 5% depreciation, against the Renminbi, of all foreign currency
denominated monetary assets and monetary liabilities as well as the non-monetary assets and liabilities

measured at fair value.

Decrease Decrease
As at June 30, 2008 (in RMB million) in profit in equity

Net exposure to fluctuations in exchange rates
assuming a simultaneous and uniform 5% depreciation
of all foreign currency denominated
monetary assets and monetary liabilities as well as
all non-monetary assets and non-monetary liabilities
measured at fair value against the Renminhi 597 1,638
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RECONCILIATION OF GAAP DIFFERENCES BETWEEN PRC ACCOUNTING STANDAR?S AND

IFRS
The material GAAP differences between PRC Accounting Standards and IFRS in preparing financial statements
|

are as follows:

Reconcifiation of GAAP Differences for Net Profit and Equity

For the six months ended June 30, {in RM8 million)

Consolidated net profit Notes 2008 i 2007
Prepared in accordance with PRC Accounting Standards 7,102 | 8,063
Unearned premium reserves {i) {199) ; (86}
Policyholders’ reserves (i) (1,888) i (2,106)
Deferred policy acquisition costs (i) 5,316 ' 4,136
Deferred tax (iv) (816) N ELT)
Minority interests and others (28) ! (16)
Prepared in accordance with IFRS 9,487 ' 9,690
{in RMB mitlion) June 30, Decémber 31,
Consolidated equity Notes 2008 2007
Prepared in accordance with PRC Accounting Standards 80,955 107,234
Unearned premium reserves {i) - 199
Policyholders' reserves (ii) {37,150) ' (35.262)
Deferred policy acquisition costs (iii} 46,621 , 41,305
Deferred tax fiv) (2,363) ' (1,547}
Minority interests and others (135) © (107
87,928 111,822

Prepared in accordance with IFRS

Minority interests have been deducted from the above amounts.

Notes:

(i}

(i}

(i)

(iv)

'

Under PRC Accounting Standards, unearned premium reserves of life insurance subsidiaries are provided using actuarial valuation
resufts (1/365 method), and shouid be no less than 50% af the retained premium for the current period {1/2 method). Under
IERS, unearned premium reserves are provided using actuarial valuation results {1/365 method).

Under PRC Accounting Standards, policyholders’ reserves are pravided in accordance with related actuarial regulations promulgated
by CIRC. Under iFRS, policyholders’ reserves are provided in accordance with IFRS 4 Insurance Contracts and by reference to US

GAAP, '

under PRC Accounting Standards, handling costs and commission expenses of acquiring new policies are recognized in the
income statement when incurred. Under IFRS, handling costs and commission expenses of acquiring new policies are deferred
and amortized over the expected life of the insurance contracts at a constant percentage of expected premiums or ai a constant
percentage of the present value of estimated gross profits expected to be realized over the life of the insurance contracts by
preduct type, in accordance with iFRS 4 tnsurance Contracts and by reference to US GAAP.

The above differences beiween PRC Accounting Standards and IFRS are temporary differences in accordance with tAS 12 Income
Taxes. The Group recognizes deferred tax assets and liabilities on the basis of the above differences and the tax rates expected
to be applied to taxable incarme in the years in which those temporary differences are expected to be recovered or settled.
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Reconciliation of GAAP Differences for Premium income

For the six months ended June 30, (in RMB million) 2008 2007
Prepared in accordance with PRC Accounting Standards 69,228 53,885
Less: Premium deposits allocated to policyholder contract deposits
{universal lfe) {(10,272) (8,372)
Premium deposits allocated to policyholder accounts
(investment-linked) {4,764) (1,673)
Prepared in accordance with IFRS 54,192 43,840
Reconciliation of GAAP Differences for Investment Income
For the six months ended June 30, {in RMB million) 2008 2007
Prepared in accordance with PRC Accounting Standards 4,686 32,202
Including: Investment income 23,445 29,108
Gains/{losses) from changes in fair value {18,759) 3,094
Add: Rental income of investment properties 139 151
Impairment losses of investment assets (1,585) -
Less: Share of profits of associates (41) -
Policyholder account investment income in respect of
insurance contracts (investment-linked) 6,076 (6,616)
Prepared in accordance with IFRS 9,275 25,737
Reconciliation of GAAF Differences for General and Administrative Expenses
For the six months ended June 30, {in RMB million) 2008 2007
Prepared in accordance with PRC Accounting Standards 6,013 6,571
Add: Business tax and surcharges 1,702 1,742
Impairment losses of assets other than investment
assets and loans {62) 143
Other operating expenses 696 195
Non-operating expenses 80 50
Less: Business tax and surcharges, general and administrative
expenses of policyholder account in respect of
insurance contracts {investment-linked) 376 (216)
Prepared in accordance with IFRS 8.805 8,485
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In order to provide investors with an additional tool to understand our economic value and |business
perfarmance results, the Company has disclosed information regarding embedded value in this section. The
embedded value represents the shareholders’ adjusted net asset value plus the value of the Company's in-
force life insurance business adjusted for the cost of regulatary solvency margin deployed to support this
business. The embedded value excludes the value of future new business sales.

The calculation of embedded value necessarily makes a number of assumptions with respect to future
experience. As a result, future experignce may vary from that assumed in the calculation, and these variations
may be material. The market value of the Company is measured by the vafue of the Company’s shares on any
particular day. In valuing the Company’s shares, investors take into account a variety of information|avaitable
to them and their own investment criteria. Therefore, these calculated values should not be constructed as a

direct reflection of the actual market value.

(1) COMPONENTS GF ECONOMIC VALUE

(in RMB million)

June 30, 2008

December 31, 2007

Risk discount rate

Earned Rate/

|
Earned Rate/

11.5% | 11.5%
Adjusted net asset value 80,938 i107,032

Adjusted net asset value of life insurance business 6,201 30,128
value of in-force insurance business written prior 10 |

June 1999 (5,997) | (9.058)
Value of in-force insurance business written since !

June 1999 66,255 ' 61,921
Cost of holding the required solvency margin (11,207) | {9,585)
Embedded value 129,989 150,311

Embedded value of life insurance business 55,252 73,407

{in RMB million)

June 30, 2008

December 31, 2007

Risk discount rate 11.5% 11.5%
Value of one year's new husiness 9,465 | 8,254
Cost of holding the required solvency margin (1.262) | (1,067)
Value of cne year's new business after I

cost of sclvency 8,202 | 7,187
value of first haif year's new business after |

cost of solvency 4,911 i 3,896

Note: Figures may not be additive due to rounding.

The adjusted net asset value is based on the audited shareholders net assets of the Company, and the
relative life insurance business as measured on the PRC statutory basis. The relative life insurance
business includes business canducted through Ping An Life, Ping An Annuity and Ping An Health The
values placed on certain assets have been adjusted to the market value.

Ping An Iﬁsﬁiﬁqéu (é'i'.ﬁy-ubj:éomp'ahyic;fh(':filrida. Ltd, -’infaﬂ?ﬁ'ﬁeﬁb{i-éooﬂ

|
|
|



(2)

(3)

{4)

KEY ASSUMPTIONS
The key assumptions used in the embedded value calculation as at June 30, 2008 have been the same

as those used in 2007 year-end valuation.

NEW BUSINESS VOLUMES AND BUSINESS MiX

The volume of new business sold and modeled during the past 12 months prior to June 30, 2008 to
calculate the value of one year’s new business was RMB37,206 million in terms of first year premium,
whife that was RMB29,926 million during 2007. The mix of the new business measured by first year

premium was;

June 30, December 31,

Business Mix 2008 2007
Individual life 47.9% 50.7%
Long-term business 46.4% 49.0%
Short-term business 1.5% 1.7%
Group life 25.5% 26.0%
Long-term business 17.3% 16.9%
Short-term business 8.2% 9.1%
Bancassurance 26.6% 23.3%
Long-term business 26.6% 23.3%
100.0% 100.0%

Total

Nete:  Figures may not be additive due to rounding.

SENSITIVITY ANALYSIS
The Company has investigated the effect, on the value of in-force business and the value of one year's

new business, of certain independently varying assumptions regarding future experience. Specifically,
the following changes in assumptions have been considered:

Risk discount rate

d Investment return increased by 50 basis points every year

. Investment return decreased by 50 basis points every year

. A 10% reduction in mortality and morbidity for assured lives
» A 10% reduction in policy discontinuance rates

. A 10% reduction in maintenance expenses

. A 5% increase in the policyholders’ dividend payout ratio

J Sclvency margin at 150% of the regulatory fevel
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{in RMB million) Risk Discount Rate

Earned Earned Earned

Rate/11.0% Rate/11.5% Rate/12.0% 11.5%
Value of in-force business 51.074 49,051 47,128 , 50,262
: Earned
11.0% 11.5% 12.0% Rate/11.5%
Value of one year’'s new business 2,659 8,202 7,777 8,753

k
Assumptions Value of Value of one year's
{in RMB million) in-force business new business
Central case 49,051 8,202
Investment return increased by 50bp every year 59,305 , 8,664
Investment return decreased by 50bp every year 37,007 7,750
10% reduction in mortality and morbidity rates 49,524 , 8,369
10% reduction in policy discontinuance rates 50,518 1 8,561
10% reduction in maintenance expense 49,923 I 8,348
5% increase in the policyholders' dividend payout ratio 47,161 | 8,000
43,250 7,571

Solvency margin at 150% of the regulatory level

Note: Risk discount rates were earned rate/11.5% and 11.5% for in-force business and new business respectively.
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To the shareholders of
Ping An Insurance {Group) Company of China, Ltd.

We have audited the consolidated financial statements of Ping An Insurance (Group) Company of China, Ltd,
{the "Company“} and its subsidiaries {collectively the “Group”} set out on pages 47 ta 177 which comprise
the consolidated balance sheet as at tune 30, 2008, and the consolidated income statement, the consolidated
statement of changes in equity and the consofidated cash flow statement for the six months ended June 30,
2008, and a summary of significant accounting policies and other explanatory notes.

DIRECTORS' RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair presentation of these
financial statements in accordance with International Financial Reporting S1andards. This responsibility includes
designing, implementing and maintaining internal controf relevant to the preparation and the true and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable

in the circumstances.

AUDITORS' RESPONSIBILITY
Qur responsibility is to express an opinion on these financial statements based on our audit. Our report is

made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance as to whether the financial statements are

free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditors consider internal control relevant to the entity's preparation and true
and fair presentation of the financial statements in arder to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation

of the financial statements.

We believe that the audit evidence we have ohtained is sufficient and appropriate to provide a basis for our

audit opinion,
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OPINION
In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the

Group as at June 30, 2008 and of the Group’s profit and cash flows for the six months then
accordance with International Financial Reporting Standards.

[

Ernst & Young
Certified Public Accountants

‘ Hong Kong
August 15, 2008
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for the six months ended June 30, 2008

47

for the six months ended June 30, (in RMB million) Notes 2008 2007
Gross written premiums and policy fees 7 54,192 43,840
Less: Premiums ceded to reinsurers (3.344) {2,600}
Net written premiums and policy fees 7 50,848 41,240
Change in unearned premium reserves (2,734) (2,191}
Net earned premiums 48,114 39,049
Reinsurance commission income 760 675
interest income of banking operations 8 3,369 2,257
Fees and commission income of non-insurance operations 9 1,282 1,357
Investment income i0 9,275 25,737
Share of profits of associates 41 -
Other income 792 744
Total income 63,633 69,819
Change in deferred policy acquisition costs 25 5,316 4,136
Claims and policyholders’ benefits 1 (40,619) {(47,849)
Commission expenses af insurance operations (7.257) {5,673)
Interest expenses of banking operations 8 (1,265) (689)
Fees and commission expenses of non-insurance operations 9 (118} (213}
Loan loss provisions, net of reversals 21 {16) 105
Foreign exchange losses (525) {335)
General and administrative expenses (8,805) (8,485)
Total expenses (53,289) {59,003}
Profit before tax 12 10,344 10,816
Income taxes 13 {625) (847)
Net profit 9,719 9,969
Attributable to:

- Equity holders of the parent 9,487 9,650

-~ Minority interests 232 279

9,719 9,969
RMB AMB

Earnings per share attributable to equity

holders of the parent:

- basic 15 1.29 1.39

- diluted 15 1.29 1.39

The accompanying notes form an integral part of these financial statements.
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As at June 30, 2008

June 30, December 31,
(in RMEB million) Notes 2008 ;2007
ASSETS |
|
Balances with central bank and statutory deposits 16 19,781 | 20,794
Cash and amounts due from banks and
other financial institutions 17 93,384 87,859
Fixed maturity investments 18 284,469 1274241
Equity investments 19 83,673 128,931
Derivative financial assets 20 121 177
Loans and advances 1o customers 21 70,806 63,125
investments in associates 22 3,401 v 1,472
Premium receivables 23 6,172 4,434
Reinsurers’ share of insurance liabilities 24 7,077 1 4,880
Policyhalder account assets in respect
of insurance contracts 32,554 . 34,871
Palicyholder account assets in respect !
of investment contracts 4,120 L 4622
Deferred policy acquisition costs 25 46,621 ' 41,305
Investment properties 26 3,677 3,882
Property and equipment 27 8,516 ' 8,165
Intangible assets 28 10,583 4,400
Deferred tax assets 37 1,985 } 87
Other assets 29 11,833 | 8977
688,773 : 692,222

Total assets

The accompanying notes form an integral part of these financial statements.
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June 30, December 31,

(in RMB million} Notes 2008 2007
EQUITY AND LIABILITIES
Equity
Share capital 30 7,345 7,345
Reserves 27 52,324 81,322
Retained profits 37 28,259 23,155
Equity attributable to equily holders of the parent 87,928 111,822
Minority interests 2,492 2,029
Total equity 90,420 113,851
Liabilities
Due to banks and other financial institutions 32 13,784 14,644
Assets sold under agreements to repurchase 33 16,356 13,556
Derivative financial liabilities 20 120 189
Customer deposits and payables to brokerage customers 34 90,090 91,925
Insurance contract liabilities 35 433,658 416,474
Investment contract liabifities for policyholders 36 6,936 5.421
Policyholder dividend payable 10,635 7,006
Income tax payable 725 807
Deferred tax liabilities 37 967 6,369
Other liabilities 38 25,082 21,980
Total liabilities 598,353 578,371
Total equity and liabilities 688,773 692,222
The accompanying notes form an integral part of these financial statements.

MA Mingzhe CHEUNG Chi Yan Louis SUN lJianyi

Director Director Director
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Equity attributable to equity holders of the parent

!

Reserves .
Foreign i
Surplus Het  currency !
Share Capital reseve  General  untealized  translation  Retalned  Minority
(in RME millian) Notes tapital reserve fund reserve gains/{losses)  differences profits interestfs Total
|
A &t January 1, 2008 1345 51,907 1,62 1,938 14,889 (42} 23,153 2.02§ 113,654
Hen profit for the six monchs 3
ended Jure 30, 2008 - - - . - - 9,487 i) 4,119
Net losses oo available-Tor-sale '
irwestments - - . - {33,362} - - (3s)  [msn
Net gains on avalable-for-sale l
investments removed from equity ;
and reported i net profit - - - - (9,140) - - {91) (9,231)
impaitm ent charges cechassified i
10 the income statement 10 - - - - 1,563 - - 16 1,585
Defered tax recogrized, nel - - - - 1531 - - 7 1607
Dividends declared i4 - - - - - - {3613 - (3,613
Appropeiaiiors o slautory resene 31 - - i) - - - (110} ;
Changes in subsidiaries - - - - - - - L} 51
Curency translation adjusiments - - - - - {28) - - (28)
Dividends for minority inferests - - - - - - - {49) {9
Shadow accounting adjustment b1} - - - - LN - - % 9819
As at june 30, 2008 1345 51,907 B33 1539 {9,9%) (Hi] 2,259 249 40,420

The accompanying notes form an integral part of these financiat statements.

Ping An Insurance {(Group) Company of China, Ltd. « Interim Report 2008



Fquity attribuzable to equity holders of the parent

Reserves
Foseign
Suiplus Net  comency
Share Capital reserve  Oenersl  uneslized  wranslazion  Retgined  Minosiy

{in RMA million) Noles capital reserve fund reserve gains  differences profis  interests Total
A5 at January 1, 2007 6,195 14835 5,126 57 8250 {25 10477 1315 47750
Issue 0 new shares in the PRC 1,150 740 - - - - - - 38870
Share issue expenses - {648) - - - - - - - (648)
Net profit ‘or the six months ended

June 30, 2007 - - - - - - 5,690 79 9,969
Net gains on available-for-sale

invesiments - - - - 15,397 - - 154 15,551
Net gains on avarable-for-sale

investments removed from equily

and reported in net profit - - - - (8,727) - - {88) (8,815}
Deferred tax recognized, net - - - - 2422) - - {24 (2 446)
Dvidends declared 14 - - - - - - (1,616) - (1,618}
Approprigiions to stafutory reserve 31 - - 808 - - - {808} - -
Transler of surplus eserve fund - - {6 - - - 6 - -
Changes in subsidiaries - - - - - - - 113 13}
Currency translation adjusiments - - - - - {231 - - (23)
Dividends for minorily interests - - - - - - - 34 {34
Shadow accounting adjusimens 25 35 - - - - 1863) - - {9 (872)
As at June 30, 2007 7,345 51,307 6,928 517 11,635 48 74 1,540 87,513

The accompanying notes form an integral part of these financial statements.
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s

For the six months ended June 30, 2008

For the six months ended June 30, {in RMB million) Notes 2008 2007
Net cash from operating activities 43 21,135 19,851
CASH FLOWS FROM INVESTING ACTIVITIES :
i
Purchases of investment properties, items of property ‘
and equipment, and intangible assets (2,407) ro{2,043)
Proceeds from disposal of investment properties, L
items of property and equipment,
and intangible assets 219 ‘ 92
Purchases of investments, net {41,884) . {17,481)
Term deposits withdrawal/(placed), net {7,051) 15,113
Acquisition of subsidiaries 5 +(529) ! (382)
Acquisition of minority interest in a subsidiary {436) {229)
Proceeds from assets purchased under agreements to resell 168 {131}
Interests received 6.569 6,123
Dividends received 3,781 4,470
Rentals received 139 151
Others (535) : -
Net cash inflow/(outflow) from investing activities !
for poticyholders® accounts {5,801) ' 2,673
Net cash from/{used in) investing activities (47,767) i 8,356
|
CASH FLOWS FROM FINANCING ACTIVITIES i
|
Proceeds from shares issued - | 38,222
Proceeds from sales in assets sold under I
agreements to repurchase 2,800 . 9,369
Proceeds from borrowed funds 100 : 192
Interests paid (186) C(361)
Dividends paid (3,666) L {1.719)
Cash repayments of borrowings {122) ! -
Net cash inflow/(outflow) from financing activities |
for policyholders” accounts 156 - (1,059)
Net cash from/(used in) financing activities {918) . 44,644
Net increase/(decrease} in cash and cash equivalents (27,550) 72,851
Net foreign exchange differences (490) { (74)
Cash and cash equivalents at beginning of the period 96,296 47,327
\
Cash and cash equivalents at end of the period 42 68,256 120,104

The accompanying notes form an integral part of these financial statements.
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1.

As at June 30, 2008

CORPORATE INFORMATION

Ping An Insurance (Group) Company of China, Ltd. (the “Caompany”) was incorporated in Shenzhen,
the People’s Republic of Chira (the "PRC") on March 21, 1988. its business scope inciudes investing in
insurance enterprises, supervising and managing various domestic and overseas businesses of subsidiaries,
and utilizing insurance funds. The Company's principal subsidiaries are mainly engaged in the provision
of life insurance, property and casualty insurance, banking and other financial services.

The registered address of the Company is Ping An Building, Ba Gua No. 3 Road, Shenzhen, the PRC.

IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS (”IFRSs")
The Group has not applied the following key new and revised IFRSs, that have been issued but are not

yet effective, in these financial statements.

(n

(2)

(3)

IAS 1 (amendment) Presentation of Financial Statements

The revised IAS 1 was issued in September 2007 and becomes effective for annual periods
beginning on or after January 1, 2009. This standard separates awner and non-owner changes
in equity. The statement of changes in equity will include only details of transactions with
owners, with all non-owner changes in equity presented as a single line. In addition, this standard
introduces the statement of comprehensive income: it presents all items of incame and expense
recognized in protit or loss, together with all other items of recognized income and expense,
either in one single statement, or in two linked statements.

1AS 23 {(amendment) Borrowing Costs
The revised 1AS 23 was issued in March 2007 and becomes effective for annual periods beginning
on or after January 1, 2009. The main change is the removal of the option to immediately
recognize as an expense borrowing costs that relate to assets that take a substantial period of
time to get ready for use or sale. The standard has been revised to require capitalization of
barrowing costs when such costs relate to a qualifying asset.

IFRS 8 Operating Segments
IFRS 8 was issued in November 2006 and becomes effective for annual periods beginning on or

after fanuary 1, 2009 and will replace the existing 1AS 14 Segment Reporting. IFRS 8 specifies
how an entity should report information about its operating segments, based on information
about the components of the entity that is available to the chief operating decision maker for
the purposes of allocating resources to the segments and assessing their performance. The
standard also requires the disclosure of information about the products and services provided by
the segments, the geographical areas in which the Group operates, and revenue from the Group‘s

major customers.
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As at June 30, 2008

|
2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REP(T)RTING

STANDARDS ("IFRSs”) (continued)

(4} 1FRIC 13 Custemer Loyalty Programmes ‘
IFRIC 13 was issued in June 2007 and becomes effective for annual periods beginnihg on or
after July 1, 2008. This Interpretation requires customer loyalty award credits to be accounted
for as a separate component of the sales transaction in which they are granted and therefore
part of the fair value of the consideration received is allocated to the award credits and deferred

over the period that the award credits are fulfilled. ‘

{5} Amendments to IFRS 2 Vesting Conditions and Cancellations !
This amendment was published in January 2008 and becomes effective for financial years
beginning on or after January 1, 2009. The amendment restricts the definition of I vesting
condition” to a condition that includes an explicit or implicit requirement to provide services.
Any other conditions are non-vesting conditions, which have to be taken into account to d'etermine
the fair value of the equity instruments granted. In the case that the award does not vest as a
result of a failure to meet a non-vesting condition that is within the control of either the entity
or the counterparty, this must be accounted for as a cancellation. :

{6) IFRS 3 {Revised) Business Combinations and 1AS 27 (Revised)} Consolidated and Separate

Financial Statemenls |
The revised standards were issued in January 2008 and become effective for fmancral years

beginning on or after July 1, 2009. IFRS 3 (revised) introduces a number of changes in the
accounting for business combinations that will impact the amount of goodwill recognized, the
reported results in the period that an acquisition occurred and future reported results. 1AS 27
{revised) requires that a change in the ownership interest of a subsidiary is accounted for as an
equity transaction. The revised standards also change the accounting for losses incurred by the
subsidiary as well as the loss of control of a subsidiary.

{7) Amendments to I1AS 32 and 1A5 1 Puttable Financial Instruments
Amendments to IAS 32 and IAS 1 were issued in February 2008 and become effective for annual
periods beginning on or after January 1, 2009. The amendment to IAS 32 requires certain
puttable financial instruments and obligations arising on liquidation to be classified as equity if
certain criteria are met. The amendment to IAS 1 requires disclosure of certain information
relating to puttable instruments classified as equity. ;

’ |
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2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs"} {continued)

(8}

(9)

{10}

(1

Amendments to IFRS T and 1AS 27 - Cost of an Investment in a Subsidiary, Jointly
Controlled Entity or Associate

Amendments to [FRS 1 and IAS 27 were issued in May 2008 and become effective for annual
periods beginning on or after January 1, 2009, with earlier application permitted. The amendment
to IFRS 1 allows first-time adopters, in their separate financial statements, to use a deemed cost
option for determining the cost of an investment in a subsidiary, jointly controlled entity or
associate. The amendment to IAS 27 removes the definition of “cost method” from that standard
and, additionally, when an entity reorganizes the structure of its group by establishing 2 new
entity as its parent (subject to specific criteria), the amendment requires the new parent to
measure cost as the carrying amount of its share of the equity items shown in the separate
financial statements of the original parent at the date of the reorganization.

{FRIC 15 Agreements for the Construction of Real Estate

IFRIC Interpretation 15 was issued in July 2008 and becomes effective for annual periods beginning
on or after January 1, 2009. This interpretation addresses the divergence in construction of real
estate accounting treatment and clarifies when and how revenue and related expenses from the
sale of a real estate unit should be recognized if an agreement between a developer and a
buyer is reached before the construction of the real estate is completed. Furthermore, the
interpretation provides guidance on how 1o determine whether an agreement is within the

scope of IAS 11 or |AS 18.

IFRIC 16 Hedges of a Net Investment in a Foreign Operation

IFRIC Interpretation 16 was issued in July 2008 and becomes effective for annual periods beginning
on or after October 1, 2008. This interpretation provides guidance on identifying the foreign
currency risks that qualify for hedge accounting in the hedge of a net investment; where within
the group the hedging instrument(s) can be held in the hedge of a net investrment; and how an
entity should determine the amount of foreign currency gain or loss, relating to both the net
investment and the hedging instrument, 1o be recycled on disposal of the net investment.

Other improvements to IFRSs

On May 22, 2008, the International Accounting Standards 8oard (*1ASB”) issued its first omnibus
of amendmegts to its standards. The improvement project is an annual project that provides a
mechanism for making non-urgent, but necessary, amendments to standards, primarily with a
view to removing inconsistencies and clarifying wording.

IASB has separated the amendments into two parts: Part | deals with changes IASB identified
resulting in accounting changes; Part i deals with either terminology or editorial amendments
that the 1ASB believes will have minimal impact. The following table summarizes the amendments
included in Part I, the related effective dates and transitional provisions.
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As at June 30, 2008

2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPbRTING

STANDARDS ("IFRSs") (continua)
{(11) QOther improvemaents to IFRSs iv i)

Standards and subjects

Changes

|
Transitional provisions

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

Plan 1o sell the controlling
interest in a subsidiary

When a subsidiary is held for
sale, all of its assets and
liabilities shall be classified as
held for sale under IFRS 5,
even when the entity will
retain a non-controlling
interest in the subsidiary after
the sale.

IAS 1 Presentation of Financial Statements

Current/non-current
classification of derivatives

Assets and liabilities classified
as held-for-trading in
accordance with IAS 39
Financial Instruments:
Recognition and
Measurement are not
automatically classified as
current in the balance sheet.

IAS 16 Property, Plant and Equipment

Recoverable amount

Replaces the term “net
selling price” with “fair value
less costs to sell”, to be
consistent with IFRS 5 and
IAS 36 Impairment of Assets.
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Applicable for annual periods
beginning on or after July 1,
2009. To be applied
prospectively from the date at
which the company first applies
[FRS 5. Thereforfe, any
investments in subsidiaries
classified as held for sale since
IFRS 5 was applied will need to
be re-evaluated.

Applicable for annual periods
beginning on or after January 1,
2009. To bhe adpplied
retrospectively. Early application
is permitted. |

|

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early ap;piication
is permitted.




2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS {"IFRSs") (continuerf)
(11) Other improvements to IFRSs (cuaiirivedd;

Standards and subjects

Changes

IAS 16 Property, Plant and Equipment (continued)

Sale of asseis held for rental

IAS 19 Employee Benefits

Curtailments and negative
past service costs

ltems of property, plant and
equipment held for rental
that are routinely sold in the
ordinary course of business
after rental, are transferred
to inventory when rental
ceases and they are held for
sale. Proceeds on sale are
subsequently shown as
revenue,

IAS 7 Statement of Cash
Flows is also revised, to
require cash payments to
manufacture or acguire such
items to be classified as cash
flows 1rom operating
activities, The cash receipts
from rents and subsequent
sales of such assets are also
shown as cash flows from
operating activities.

Revises the definition of
“past service costs” to
include reductions in benefits
related to past services and
to exclude reductions in
benefits related to future
services that arise from plan
amendments.

Amendments to plans that
result in a reduction in
benefits related to future
services are accounted for as
a curtailment.

Transitional provisions

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted.

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
prospectively - to changes to
benefits occurring on or after
January 1, 2009. Early
application is permitted.
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Standards and subjects

Changes

IAS 19 Employee Benefits (continued)

Pian administration costs

Replacement of term “fall
due”

Guidance on contingent
liability

Revises the definition of
“return on plan assets” to
exclude plan administration
costs if they have already
been included in the actuarial
assumptions used to measure
the defined benefit
obligation.

Revises the definitions of
“short term” and “other long
term” employee benefits to
focus on the point in time at
which the liability is due to
be settied.

Detetes the reference to the
recognition of contingent
ltabilities to ensure
consistency with AS 37
Provisions, Contingent
Liabilities and Contingent
Assets. IAS 37 does not allow
the recognition of contingent
liabilities.
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2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS (“IFRSs"} (coniinumd)
(11) Other improvements to IFRSs (v onirivad)

Transitional provisions

Applicable for annuajl periods
beginning on or after January 1,
2009. To be ‘applied
retrospectively. Early application
is permitted. !

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted. .

Applicable for annuail periods
beginning on or after January 1,
2009, To be applied
retrospectively. Early application

is permitted. '

1



2.

IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARBDS ("IFRSs") (continuad)

(11

Other improvements to FRSs (coniried?

Standards and subjects

Changes

Transitional provisions

IAS 20 Accounting for Government Grants and Disclosures of Government Assistance

Government loans with a
befow-market rate of interest

IAS 23 Borrowing Costs

Components of borrowing
costs

Loans granted with no or low
interest rates will not be
exempt from the requirement
to impute interest. Interest is
to be imputed on foans
granted with below-market
interest rates, thereby being
consistent with IAS 30,

The difference between the
amount received and the
discounted amount s
accounted for as a
government grant.

Revises the definition of
borrowing «costs to
consolidate the types of items
that are considered
components of "borrowing
costs” into one - the interest
expense calculated using the
effective interest rate method
as described in 1AS 39. This
will emphasize the
relationship between IAS 23
and 1AS 39,

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
prospectively — to government
loans received on or after
January 1, 2009. However, IFRS
1 First-time Adoption of IFRS has
not been revised for first-time
adoptees; hence they will be
required to impute interest on
all such leans outstanding at the
date of transition.

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted.
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Standards and subjects

Changes

IAS 27 Consolidated and Separate Financial Statements

Measurement of subsidiary
heid for sale in separate
financial statements

When & parent entity
accounts for a subsidiary at
fair value in accordance with
{AS 39 in its separate
financial statements, this
treatment continues when
the subsidiary is subsequently
classified as held for sale.

IAS 28 Investments in Associates

Required disclosures when
investments in associates are
accounted for at fair value
through profit or loss

If an associate is accounted
for at fair value in accordance
with IAS 39 (as it is exempt
from the requirements of I1AS
28), only the requirement of
1AS 28 to disclose the nature
and extent of any significant
restrictions on the ability of
the associate to transfer
funds to the entity in the
form of cash or repayment of
loans applies.

Ping An Insurance {Group) Company of China, Ltd. » Interim Report 2008

IMPACT OF iSSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS (“IFRSs”) (continued)
{11} Other improvements to IFRSs {rontmoedi

Transitional provisions

Applicable for annual periods
beginning on or after Jlanuary 1,
2009. To be applied
prospectively from the date at
which the company first applied
[FRS §. Therefor'e, any
subsidiaries classified as held for
sale since IFRS 5 was adopted
will need to be re-evaluated.
Early appfication is permitied,

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively, althbugh an
entity is permitted to‘ apply it
prospectively. Early application is
permitted. M early adopted, an
entity must also adopt the
amendments to paragiaph 3 of
IFRS 7 Financial !nsr:rumenrs:
Disclosures, Paragraph 1 of 1AS
31 Joint Ventures and éaragraph
4 of IAS 32 Fﬂnanciai
{nstruments: Presentation at the

same time. |



IMPACT QF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS {"IFRSs”) (continued)
{11} Other improvements to IFRSs (coniine)

Standards and subjects

Changes

IAS 28 Investments in Associates (continued)

Impairment of investment in
associate

IAS 29 Financial Reporting in

Description of measurement
basis in financial statements

An investment in an associate
is a single asset for the
purpose of conducting the
impairment test ~ including
any reversal of impairment.
Therefore, any impairment is
not separately atllocated to
the goodwill included in the
investment balance. Any
impairment is reversed if the
recoverable amount of the
associate increases.

Hyperinflationary Economies

Revises the reference to the
exception to measure assets
and liabilities at historical
cost, such that it notes
property, plant and
equipment as being an
exampie, rather than
implying that it is a definitive
tist,

Transitional provisions

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively, although an
entity is permitted to apply it
prospectively.

Early application is permitted. If
early adopted, an entity must
also adopt the amendment
above and the amendments to
paragraph 3 c¢f IFRS 7 Financial
instruments: Disclosures,
paragraph 1 of |AS 31 Joint
Ventures and paragraph 4 of (AS
32 Financial |Instruments:
Presentation at the same time.

No specific transition
reguirements have been stated
as it is a clarification of the
references rather than a change,
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2.

As at June 30, 2008

IMPACT OF iISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS (“IFRSs”) (continued)
Other improvements to IFRSs {rontinuedl;

(1"

.

Standards and subjects

Changes

1AS 31 Interests in Joint Ventures

Required disclosures when
investments in jointly
controlled entities are
accounted for at fair value
through profit or loss

IAS 36 Impairment of Assets
Disclosure of estimates used

to determine recoverable
amount

IAS 38 Intangible Assets

Advertising and promotional
activities

if a joint venture is accounted
for at fair wvalue, in
accordance with 1AS 39 (as it
is exempt from the
requirements of IAS 31), only
the requirements of |AS 31
to disclose the commitments
of the venture and the joint
venture, as well as summary
financial information about
the assets, liabilities, income
and expenses will apply.

When discounted cash flows
are used to estimate “fair
value less costs to sell”, the
same disclosure is required as
when discounted cash flows
are used to estimate "value
in use”.

Expenditure an advertising
and promotional activities is
recognized as an expense
when the entity either has
the right to access the goods
or has received the services.

Advertising and promotional
activities now specifically
include mail order catalogues.
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e |
Transitional provisions

i
'

Applicable for annual periods
beginning on ar after January 1,
2009, To be applied
retrospectively, althbugh an
entity is permitted to apply it
prospectively. |

Early application is per!mitted. (f
early adopted, an entity must
also adopt the amendments to
paragraph 3 of IFRS 7, IAS 28
and paragraph 4 of IIAS 32 at
the same time. '

Applicable for annua‘l periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted. !

|
|
|

Applicable for annual: periads
beginning on or after January
1, 2009. To be applied
retrospectively. Early ap}ptication

is permitted. '
|
|



Standards and subjects

Changes

IAS 38 Intangible Assets (continued)

Unit of production method of
amortization

IAS 39 Financial Instruments:

Reclassification of derivatives
into or out of the classification
of at fair value through profit
or loss

Deletes references to there
being rarely, if ever,
persuasive evidence to
support an amortization
method for finite life
intangible assets that results
in a lower amount of
accumulated amortization
than under the straight-line
method, thereby effectively
allowing the use of the unit
of production method.

IMPACT QF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS ("IFRSs") (continued)
(11) Other improvements to IFRSs (cuntinued)

Transitional provisions

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted.

Recognition and Measurement

Clarifies that changes in
circumstances relating to
derivatives - specifically
derivatives designated or de-
designated as hedging
instruments after initial
recognition -~ are not
reclassifications. Thus, a
derivative may be either
removed from, or included in,
the "fair value through profit
or loss” classification after
initial recognition.

Similarly, when financial
assets are reclassified as a
result of an insurance
company changing its
accounting policy in
accordance with paragraph
45 of IFRS 4 Insurance
Contracts, this is a change in
circumstance, not a
reclassification.
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Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted.
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As at june 30, 2008

2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS (“IFRSs"} (continied)
Other improvements to IFRSs {continiedd)

(11}

Standards and subjects

Changes

|
|

Transitional provisions

1AS 39 Financial Instruments: Recognition and Measurement (continued) ’

Designation and
documentation of hedges at

the segment level

Applicable effective interest
rate on cessation of fair value
hedge accounting

IAS 40 Investment Property

Property under construction
or development for future
use as investment property

Removes the reference in 1AS
39 to a segment when
determining whether an
instrument qualifies as a
hedge.

Requires use of the revised
effective interest rate (rather
than the original effective
interest rate) when
remeasuring a debt
instrument on the cessation
of fair value hedge
accounting.

Revises the scope (and the
scope of 1AS 16) such that
property that is being
constructed or developed for
future use as an investment
property is classified as
investment property.

If an entity is unable to
determine the fair value of an
investment property under
construction, but expects to
be able to determine its fair
value on completion, the
investment under
construction will be measured
at cost until such time as fair
value can be determined or
construction is complete.
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|
Applicable for annual periods

beginning on or after January 1,
2009. To be applied
retrospectively. Early application
is permitted. :
\
Applicable for annual periods
beginning on or after January 1,
2009. To be applied
retrospectively. Early application

is permitted. '

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
prospectively. Early application is
permitted provided that the fair
values of investment ;:)roperties
under construction were
determined at those dates prior
to January 1, 2009. |



2.

Standards and subjects
IAS 41 Agriculture

Discount rate for fair value
calculations

Additional
transformations

biological

Changes

Remaoves the reference to the
use of a pre-tax discount rate
to determine fair value,
thereby allowing use of
either a pre-tax or post-tax
discount rate depending on
the valuation methodology
used.

Removes the prohibition to
take into account cash flows
resulting from any additional
transformations when
estimating fair value. Rather,
cash flows that are expected
to be generated in the most
relevant market are taken
into account.

IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs”} {continumd)

Other improvements to FRSs {contirnnsd

Transitional provisions

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
prospectively. Early application is
permitted.

Applicable for annual periods
beginning on or after January 1,
2009. To be applied
prospectively. Early application is
permitted.
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(YW As at June 30, 2008

|
|
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2. IMPACT OF ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

STANDARDS ("IFRSs") (continua)
(11)

Other improvements to IFRSs {continicd

|
|

Below is a list of the amendments included in Part Il, which is effective for annua! periods

beginning on or after January 1, 2009. The IASB expects these to have minimal impact:

Standards

IFRS 7 Financial Instruments: Disclosures

IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

{AS 10 Events after the Reporting Period

|AS 18 Revenue

JAS 20 Accounting for Government Grants

and Disclosure of Government Assistance

|AS 29 Financial Reporting in
Hyperinflationary Economies

IAS 34 Interim Financial Reporting

IAS 40 investrent Property

IAS 41 Agriculture

\
Changes ‘
\

Removes the reference to “total interest income”
as a component of finance costs

Clarifies that only implementation guidante that is
an integral part of an IFRS is mandatory when
selecting accounting policies. |

Clarifies that dividends declared after tHe end of
the reporting period are not obligations. :

g
Replaces the term “direct costs” with “transaction
costs” as defined in IAS 39. '
Revises various terms used to be consister{t with
other IFRSs. !

Revises various terms used to be consistent with
other IFRSs. |

|
Clarifies that earnings per share is distlosed in
interim financial reports if an entity is within the
scope of 1AS 33.

Revises the conditions for a voluntary change in
accounting policy to be consistent with IAS 8.
Clarifies that the carrying amount of investment
property held under lease is the valuation obtained
increased by any recognized liability. :

|

Replaces the term "point-of-sale costs” wi:th "costs
to sell. Revises the example of produce from trees
in a plantation forest from “fogs” to “felled trees”.

The Group is in the process of making an assessment of the impact of the new and revi‘sed IFRSs
upon initial application. So far, it has concluded that the adoption of the above new or revised
JFRSs may not have a significant impact on the Group's results of operations and ifinancial

position.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(1)

(2)

Basis of preparation
These consolidated financial statements have been prepared in accordance with IFRSs, which

comprise standards and interpretations approved by the IASB and International Accounting
Standards and Standing Interpretations Commitiee interpretations approved by the International
Accounting Standards Committee that remain in effect. The financial statements have been
prepared under the historical cost convention other than those financial instruments that have
been measured at fair values and insurance contract liabilities that have been measured based
on actuarial methods. The above basis of preparing financial statements differs from that used
in the statutory accounts of the Group and the Company, which are prepared in accordance
with prevailing PRC Accounting Standards. The majer adjusiments made include restating insurance
contract liabilities and deferred policy acquisition costs, related deferred tax and others,

Financial assets and liabilities are offset and the net amount reported in the balance sheet only
when there is a legally enforceable right to offset the recognized amounts and there is an
intention to settle on a net basis, or to realize the assets and settle the liability simultaneously.
income and expense will not be offset in the income statement unless required or permitted by
any accounting standard or interpretation, as specifically disclosed in the accounting policies of

the Group.

As in prior years, to the extent a specific topic is not covered specifically by IFRSs, the IFRS
framework permits reference to another comprehensive body of accounting principles, and

therefore:

. The Group has chosen to use the revenue accounting practices currently adopted by
insurance companies reporting under the Companies Ordinance and tnsurance Companies

Ordinance of Hong Kong; and

. The Group has made reference 1o specific accounting principles generally accepted in the
United States for guidance on the measurement of its insurance liabilities and associated
deferred policy acquisition costs, specifically, the measurement guidance provisions
contained within Statements of Financial Accounting Standards Nos. 60 and 97,

Changes in accounting policies
The Group has revised certain accounting policies following the adoption of the folfowing revised

IFRSs which management considers being most relevant to its current operations:
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES rcontinued}

(2)

(3)

Ping An Insurance (Group) Company of China, Ltd. « Interim Report 2008

Changes in accounting policies (confmyed) .
IFRIC 11 IFRS 2 - Group and Treasury Share Transactions

This interpretation requires arrangements whereby an employee is granted rights to an entity’s
equity instruments, 10 be accounted for as an equity-settled scheme, even if the entlty buys the
instruments from another party, or the shareholders provide the equity instruments needed The
adoption of this interpretation did not have significant impact an the financial position or

performance of the Group. \
|

IFRIC 12 Service Concession Arrangements

This interpretation requires an operator under public-to-private service concession arrangements
to recognize the consideration received or receivable in exchange for the construction services
as a financial asset and/or an intangible asset, based on the terms of the contractual arrangements.
This interpretation also addresses how an operator shall apply existing IFRSs to accouht for the
obligations and the rights arising from service concession arrangements by which a government
or a public sector entity grants a contract for the construction of infrastructure used to provide
public services and/or for the supply of public services. The adoption of this interpretation did
not have significant impact on the financiaf position or perfarmance of the Group. i

IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requ;rements
and their Interaction
This interpretation provides guidance on how to assess the limit on the amount of surplus in a
defined benefit scheme that can be recognized as an asset under JAS 19 Employee Benefits. As
the Group had no significant defined benefit schemes currently, this interpretation had no
significant impact on the financial position or perfarmance of the Group.
|
The above revised accounting policies have no significant impact on these financial statements,
and the Group considers other new or revised IFRSs and related pronouncements effective during
the reporting period do not have significant impact on these financial statements eithey.

Business combinations and goodwill
Business combinations are accounted for using the acquisition accounting method. This involves

recognizing identifiable assets {including previously unrecognized intangible assets) and liabilities
{including contingent liabilities and excluding future restructuring costs) of the acquired business

at fair value.

Goodwill acquired in a business combination is initially measured at cost, being the excess of
the cost of the business combination over the Group's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities acquired. Following initial recognition,
goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed for
impairment, annually or more frequently it events or changes in circumstances :ndscate that the

carrying value rmay be impaired.



3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES fcontinued)
(3}

(4)

Business combinations and goodwill icentinued!

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash generating units, or groups of cash
generating units, that are expected to benefit from the synergies of the combination, irrespective
of whether other assets or labilities of the Group are assigned to those units or groups of units.

Where goodwill forms part of a cash generating unit {or group of cash generating units) and
part of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when determining the gain or
loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based
on the relative values of the operation disposed of and the portion of the cash generating unit

retained.

When subsidiaries are sold, the difference between the selling price and the net assets plus
cumulative translation differences and unamartized goodwill is recognized in the income

statement,

Principles of consolidation
The Group's consolidated financial statements comprise the financial statements of the Company
and its subsidiaries as at June 30, 2008. The financial statements of the subsidiaries are prepared

for the same reporting year as the parent company, using consistent accounting policies.

All significant intra-group balances, transaclions, income and expenses and profits and losses
resulting from intra-group transactions are eliminated.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the
Group obtains control, and continue to be consolidated until the date that such control ceases.

The acquisition of subsidiaries during the Period has been accounted for using the purchase
method of accounting. This method involves allocating the cost of the business combinations to
the fair value of the identifiable assets acquired, and labilities and contingent liabilities assumed
at the date of acquisition. The cost of the acquisition is measured at the aggregate of the fair
value of the assets given, equity instruments issued and liabilities incurred or assumed at the
date of exchange, plus costs directly attributable to the acquisition.

Minority interests represent the portion of profit or loss and net assets not held by the Group
and are presented separately in the income statement and within equity in the consolidated
balance sheet, separately from parent shareholders’ equily. Acquisitions of minority interests are
accounted for using the parent entity extension method whereby the difference between the
consideration and the book value of the share of the net assets acquired is recognized as

goodwill.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {tontmued)

(5) Subsidiaries |

A subsidiary is a company whose financial and operating policies the Company controls, directly
or indirectly, so as to obtain benefits from its activities. {

The results of subsidiaries are included in the Company’s income statement 1o the‘extent of
dividends received and receivable. The Company’s investments in subsidiaries are stated at cost

less any impairment losses.

{f}  Associates
An associate is an entity, not being a subsidiary or a jointly-controlled entity, in which the

Group has a long term interest of generally not less than 20% of the equity voting fights and
over which it is in a position to exercise significant influence. ‘

The Group's share of the post-acquisition results and reserves of associates is included in the
consolidated income statement and consolidated reserves, respectively. The Group’s interests in
assaciates are stated in the consotidated balance sheet at the Group’s share of net assets under
the equity method of accounting, less any impairment losses. .
I

The results of associates are included in the Company's income statement to the Eextent of
dividends received and receivable. The Company’s investments in associates are stated at cost

less any impairment losses. }

{7)  Foreign currency translation
The Group's presentation currency is Renminbi ("RMB"). This is also the functlonal currency of

the Company and its domestic subsidiaries. ‘
Transactions in foreign currencies are initially recorded at the functional currency rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the balance sheet date. Non-
monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate as at the date of initial transaction. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange rates at the date when the fair
value was determined. All foreign exchange differences are taken to the income statement,
except when it relates to items when gains or losses are recognized directly in equny, the gain
or loss is then recognized net of the exchange component in equity.
;

The functional currency of the overseas subsidiaries is Hong Kong dollars. As at the reporting
date, the assets and liabilities of these overseas subsidiaries are translated into the presentatron
currency of the Company at the exchange rate ruling at the balance sheet date and their income
statements are iransiated at the weighted average exchange rates for the year. Thelexchange

differences, if material, arising on the retransiation are taken directly to a separate c?mponent

of equity. |
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ‘continued}
(7)

(8}

(%)

Foreign currency translation ‘cuntinued)

For the purpose of the consolidated cash flow statement, the cash flows of overseas subsidiaries
are translated into RMB at the exchange rates ruling at the dates of the cash fiows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout the year are translated into

RMB at the weighied average exchange rates for the year.

Cash and cash eguivafents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise
cash on hand, demand deposits, current accounts with central bank and short term highly liquid
investments which are readily convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value, and have a short maturity of generally within three

months when acquired.

Financial instruments
The Group classifies its investments into financial assets at fair value through profit or loss, held-

to-maturity financial assets, loans and receivables and available-for-sale financial assets.

The classification depends on the purpose for which the investments were acquired or originated.
The available-for-sale and held-to-maturity categories are used when the relevant liability (including
shareholders’ funds) are relatively passively managed and/or carried at amortized cost. Financial
assets are classified as at fair value through profit or loss when, for example, the Group acquires
such assets 1o cover certain insurance and investment contract liabilities measured at fair value.

All regular way purchases and sales of financial assets are recognized on the trade date, i.e. the
date the Group commits to purchase or sell the asset. Regular way purchases or sales of financial
assets require delivery of assets within the time frame generally established by regulation or

convention in the market place.

Financial instruments at fair value through profit or loss has iwo sub categories namely financial
instruments held for trading and those designated at fair value through profit or loss at inception.
Financial instruments typically bought with the intention to sell in the near future are classified
as held for trading. For financial instruments designated as at fair value through profit or ioss,

the following criteria must be met:

. the designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or liabilities or recognizing gains or losses on a
different basis; or

. the assets and liabilities are part of a group of financial assets, financial liabilities or both
which are managed and their performance evaluated on a fair value basis, in accordance
with a documented risk management or investment strategy; or

. the financial asset contains an embedded derivative that needs to be separately recorded.
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|
3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued
|

Einancial instruments (contnuea) !

These financial instruments are initiatly recorded at fair value. Subsequent to initial regognition,
they are remeasured at fair value. Fair value adjustments and realized gains and I‘osses are

recognized in the income statement. |
Financial assets at fair value through profit or loss include derivative financial instruments.

Held-to-maturity financial assets are non-derivative financial assets that comprisq fixed or
determinable payments and maturities of which the Group has the positive intention and ability
to hold until maturity. investments intended to be held for an undefined period are not included
in this classification. These investments are initially recognized at cost, being the fair value of
the consideration paid for the acquisition of the investment. All transaction cost:s directly
attributable to the acquisition are also included in the cost of the investment. Subsequent to
initial recognition, these investments are carried at amortized cost using the effective interest
method. The cost is computed as the amount initially recognized minus principal repayments,
plus or minus the cumulative amortization using the effective interest method of any difference
between the initially recognized amount and the maturity amount. This calculation includes all
fees and points paid or received between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums and discounts. Gains and losses
are recognized in the income statement when the investments are derecognized or impaired, as

well as through the amortization process.
|

Loans and receivables are non-derivative financial assets with fixed or determinable ‘payments
that are not quoted in an active market. These investments are initially recognized at cost, heing
the fair value of the consideration paid for the acquisition of the investment. All tr‘ansaction
costs directly attributable to the acquisition are also included in the cost of the investment.
Subsequent to initial recognition, these investments are carried at amortized cost, using the
effective interest method. Gains and losses are recognized in the income statement iwhen the
investments are derecognized or impaired, as well as through the amortization process.

Available-for-sale financial assets are non-derivative financial assets that are designated as
available-for-sale or which are not classified in any of the above categories. These in"vestments
are initially recorded at fair value. Subsequent to initial recognition, these investments are
remeasured at fair value. Fair value gains and losses are reported as a separate com_bonent of
equity until the investment is derecognized or the investment is determined to be impaired. On
derecognition or impairment, the cumulative fair value gains and losses previously réported in

equity is transferred to the income statement. .

I
!
!
|
I
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES fcontinued)
(10)

(11)

(12)

Financial quarantee contracts

The Group's banking operation issues letters of credit and letters of guarantee. These financial
guarantee contracts provide for specified payments to be made to reimburse the holder for a
toss it incurs when a guaranteed party defaults under the original or modified terms of a debt
instrument, loan or other obligation. The Group initially measures such contracts at fair value.
This amount is recognized ratably over the period of the contract to fees and commission
income. Subsequently, the liabilities are measured as the higher of the initial fair value less
cumulative amortization and the fair value of the provision refated to the Group’s obligation
under the contract. The change in fair value of the provision due to impairment is recognized in
the income statement as impairment losses.

Apart from the above financial guarantee contracts issued by the Group’s banking operations
which are accounted for under IAS 39, the Group has previously regarded certain contracts it
issued with financial guarantee element as insurance contracts and has used accounting method
applicable to insurance contracts, and accordingly has elected {o apply IFRS 4 to account for

such contracts.

Derivative financial instruments

The Group's derivative financial instruments mainly include swaps, derivatives embedded in certain
insurance contracts, options embedded in convertible bonds purchased by the Group, forward
currency contracts and credit related derivatives. Derivative financial instruments are classified as
held for trading unless they are designated as effective hedging instruments. All derivatives are
carried as assets when the fair values are positive and as liabilities when the fair values are

negative.

Embedded derivatives are treated as separate derivatives and are recorded at fair value if their
economic characteristics and risks are not closely related to those of the related host contract
and the host contract is not itself recorded at fair value through the income statement. Embedded
derivatives that meet the definition of insurance contracts are treated and measured as insurance

contracts.

Derivative financial instruments held for trading are typically entered into with the intention to
settle in the near future. These instruments are initially recorded at fair value. Subsequent to
initial recognition, these instruments are remeasured at fair value. Fair value adjustments and
realized gains and losses are recognized in the income statement,

Fair value of financial instruments

The fair value of financial instruments that are actively traded in organized finzncial markets is
determined by reference to quoted market bid prices for assets and offer prices for liabilities, at
the close of business on the balance sheet date. If quoted market prices are not available,
reference can also be made to broker or dealer price quotations.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES fcontinued)

{12}

{(13)

Fair value of financial instruments (roninued)

For financial instruments where there is no active market, the fair value is determmed by using
valuation techniques. Such technigues include using recent arm’s length transactions, lreferer*.ce
to the current market value of another instrument which is substantially the same, drscounted
cash flow analysis and/or option pricing models. For discounted cash {low techniques, 'estimated
future cash flows are based on management's best estimates and the discount rate used is a
market related rate for similar instruments. Certain financial instruments, including derivative
financial instruments, are valued using pricing models that consider, among other factors,
contractual and market prices, correlation, time value of money, credit risk, yield curv¢ volatility
factors and/or prepayment rates of the undertying positions. The use of different pricing models
and assumptions could produce materially different estimates of fair values. ‘

The fair value of floating rate and overnight deposits with credit institutions is thelr carrying
value. The carrying value is the cost of the deposit and accrued interest, The fair value of fixed
interest bearing deposits is estimated using discounted cash flow techniques. [xpected cash
flows are discounted at current market rates for similar instruments at the balance sheet date.

If the fair value cannot be measured reliably, financial instruments are measured at cost (being
the fair value of the consideration paid for the acquisition of the investment or th?a amount
received on issuing the financial liability), less impairment losses. All transaction cos‘ts directly
attributable to the acquisition are also included in the cost of the investment.

Impairment of financial assets

The Group assesses at each balance sheet date whether a financial asset or group of financial
|

assets is impaired. |
|

For held-to-maturity financial assets and loans and other receivables carried at amortized cost,
the amount of the impairment loss is measured as the difference between the financial asset's
carrying amount and the present value of estimated future cash flows (excluding future expected
credit losses that have not been incurred) discounted at the financial asset's original‘ effective
interest rate. The carrying amount of the asset is reduced by the impairment loss and ‘the loss is
recognized in the income statement.

The Group first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, and individually or collectively for financial assets that are
not individually significant. Objective evidence that a financial asset or group of assets i$ impaired
includes observable data that comes to the attention of the Group about the following events:

(a)  significant financial difficulty of the issuer or debtor;



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contmued)
tmpairment of financial assets (oonrmnued)
{b)  abreach of contract, such as a default or delinquency in payments;

{c} it becoming probable that the issuer or debtor will enter bankruptcy or ather financial
reorganization;

{d) the disappearance of an active market for that financial asset because of financial
difficulties; or

{e}  observable data indicating that there is 2 measurable decrease in the estimated future
cash flow from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial assets in the

group, including:

. adverse changes in the payment status of issuers or debtors in the group; or
. national or local economic conditions that correlate with defaults on the assets in
the group.

It it is determined that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, the asset is included in a group of financial assets
with similar credit risk characteristics and that group of financial assets is collectively assessed
for impairment, Assets that are individually assessed for impairment and for which an impairment
loss is or continues to be recognized are not included in a collective assessment of impairment.
The impairment assessment is performed at each balance sheet date.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognized in the income staternent, to the extent that the carrying value of the asset does not
exceed its amortized cost at the reversal date.

If there is any objective evidence that an available-for-sale financial asset is impaired, the Group
provides for such mpatrment losses. For an available-for-sale equity investment, ocne of the
objective evidences of impairment is a significant or prolonged decline in fair value below its

cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (connnued)

(13)

(14)

Impairment of financial assets icornitmuad)
if an available-for-sale financial asset is impaired, an amount comprising the difference‘ between
its cost (net of any principal repayment and amortization) and its current fair value less any
impairment loss previously recognized in the income statement, is transferred from equnty to the
income statement. Reversals in respect of equity instruments classified as available-for-sale are
not recognized in the income statement. Reversals of impairment losses on debt instruments
classified as available-for-sale are reversed through the income statement if the increa}se in the
fair value of the instruments can be objectively related to an event occurring after the in?pairment

losses were recognized in the income statement.

For assets carried at cost, if there is objective evidence that an impairment loss on an unquoted
equity investment that is not carried at fair value, because its fair value cannot be reliably
measured, or on a derivative asset that is linked to and must be settfed by delivery of such an
unquoted equity instrument, has been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of the estimated future
cash flows discounted at the current market rate of return of a similar asset. Impafrment is
recognized in the income statement. Impairment for these assets is not reversed. )

Derecognition of financial instruments |
A financial asset (or, when applicable a part of a financial asset or part of a group of similar

financial assets) is derecognized when: ’
(a}  the rights lo receive cash flows from the asset have expired; }
|
|

(o) the Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-

through" arrangement; or

()  the Group has transferred its rights to receive cash flows from the asset and either:

) has transferred substantially all the risks and rewards of the asset, or
|

. has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset. .

When the Group has transferred its right to receive cash flows from an asset and hafs neither
transferred nor retained substantiafly all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognized to the extent of the Group’s continuing invplvement
in the asset. Continuing involvement that takes the form of a guarantee over the transferred
asset is measured at the lower of the original carrying amount of the asset and the rpaximum
amount of consideration that the Group could be required to repay.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continited)

(14)

(15)

(16)

{17)

Derecognition of financial instruments (cantinued!

When continuing invoilvernent takes the form of a written and/or purchased option {including a
cash settled option or similar provision) on the transferred asset, the extent of the Group's
continuing involvement is the amount of the transferred asset that the Group may repurchase,
except that in the case of a written put option (including a cash settled option or similar
provision) on an asset measured at fair value, the extent of the Group's continuing involvement
is limited to the fower of the fair value of the transferred asset and the option exercise price.

If the cbligation of a financial liability has been fulfilled, cancelled or expired, the financial
liability is derecognized. If the present financial liability is substituted by the same debtor with
another liability differing in substance, or the terms of the present liability have been substantially
modified, this substitution or modification is treated as derecognition of a present liability and
recognition of a new liability with any arising difference recognized in profit or loss.

Assets purchased under agreements ta resell

The Group enters into purchases of assets under agreements to resell substantially identical
assets. These agreements are classified as loans and receivables. Assets purchased under
agreements to reseil are recorded at the cost of the amounts advanced. The amounts advanced
under these agreements are reflected as assets in the balance sheet. The Group may not take
physical possession of assets purchased under agreements to resell. In the event of default by
the counterparty to repay the loan, the Group has the right to the underlying assets.

Assets sold under repurchase agreements

Assets sold under repurchase agreements continue 10 be recognized but a liability is established
for the consideration received. The Group may be required to provide additional collateral based
on the fair value of the underlying assets and such collateral assets continue to be carried on

the balance sheet.

Deferred policy acquisition costs

{(a) Deferred policy acquisition costs for long term traditional insurance, investment-
linked and universal life insurance contracts
The costs of acquiring new business, including commissions, underwriting, marketing and
policy issue expenses, which vary with and are directly related to the production of the
new business, are deferred. Deferred policy acquisition costs are subject to recoverability
testing at the time of the issue of the policy and at the end of each accounting period.

Deferred policy acquisition costs for traditional life insurance and annuity policies are
amortized over the expected life of the insurance contracts as a constant percentage of
expected premiums, which are estimated at the date of the issue of the policy and are
consistently applied throughout the life of the contract unless a premium deficiency occurs,
in which case the deferred policy acquisition costs will be written down.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES fcontinted)
{17} Deferred policy acquisition costs {rauntinued) |

(18)

(a) Deferred policy acquisition costs for long term traditional insurance, investment-
linked and universal life insurance contracts (continued)
Deferred policy acquisition costs for long term investment-finked and universal life insurance
coniracts are amortized over the expected life of the contracts based on a constant
percentage of the present value of estimated gross profits that are expected to be realized
over the life of the contract. Estimated gross profits include expected amounts to be
assessed for mortality, administration, investment and surrender, less benefltlcfalms in
excess of policyholder balances, administrative expenses and interest credited. II-Zstmated
gross profits are revised regularly and the interest rate used to compute the present value
of revised estimates of expected gross profits is the latest revised rate applied to the
remaining benefit period. Deviations of actual results from estimated experience are
reflected in the consolidated income statement.

{(b) Deferred policy acquisition costs for property and casualty and short Iterm life

insurance policies \

Acquisition costs, being primarily commissions and premium taxes, which vary with and
are directly related to the acquisition of business, are deferred and amortized over the
period in which the related written premiums are earned. Deferred policy acquisition costs
are periodically reviewed to determine that they do not exceed recoverable amounts, after
considering expected future investment income. Contributions received from reinsurers
towards acquisition costs are deferred in an identical manner. ;
|
Investment propetrties !
Investment properties are interests in buildings that are held to earn rental income rather than
for the supply of services or for administrative purposes.

Investment properties are initially measured at cost, which is the fair value of the consideration
given to acquire them, including transaction costs. Subsequently, all investment prop!erties are
stated at cost less accumulated depreciation and accumulated impairment losses. ‘

Depreciation is computed on a straight-line basis, after taking into account the estimated residual
value (5% of original cost), over the estimated useful lives. The estimated useful lives of investment
properties vary from 30 to 35 years.

The useful life and depreciation methods are reviewed periodically to ensure that th;e method
and period of depreciation are consistent with the expected pattern of economic benéfits from

the individual investment properties.

Fully depreciated assets are retained in the financial statements until they are no longer in use
and no further charge for depreciation is made in respect of these assets.

Transfers to, or from, investment properties are made when, and only when, there is: evidence
of a change in use,
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued!

(19)

Property and equipment

Property and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment iosses. An item of property and equipment is derecognized
upon disposal or when no future economic benefits are expected from its use or disposal. Any
gain or toss on disposal or retirement recognized in the income statement in the year the asset
is derecognized js the diflerence between the net sales proceeds and the carrying amouni of the

relevant asset.

The cost of an item of property and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended
use. Expenditure incurred after items of property and equipment have been put into operation,
such as repairs and maintenance, is normally charged to the income statement in the year in
which it is incurred. in situations where it can be clearly demonstrated that the expenditure has
resulted in an increase in the future economic benefits expected to be obtained from the use of
an item of property and equipment, and where the cost of the item can be measured reliably,
the expenditure is capitalized as an additional cost of that asset or as a replacement.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property
and equipment to its residual value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Estimated Estimated
residual values useful lives

Qver the shorter
of economic
useful lives

and terms

of the leases
5% 30-35 years
5% 5 years
5% 5-8 years

Leasehold improvements

Buildings
Office equipment, furniture and fixtures
Motor vehicles

The useful life and depreciation methods are reviewed periodically to ensure that the method
and period of depreciation are consistent with the expected pattern of economic benefits from

the jtems of property and equipment.

Fully depreciated assets are retained in the financial statements until they are no longer in use
and no further charge for depreciation is made in respect of these assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contired] ‘

{20} Construction-in-pragress
Construction-in-progress mainly represents costs incurred in the construction of building‘ premises,

(21)

(22)

(23)
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as weli as the cost of equipment pending installation, i

No provision for depreciation is made on construction-in-progress until such time th(;& refevant
assets are completed and put into use. ‘

Intangible assets ‘

{a) Prepaid land premiums
Prepaid land premiums under operating leases are initially stated at cost and subsequently
recognized on a straight-line basis over the lease terms. When the lease paymen‘ts cannot
be allocated reliably between the land and buildings elements, the entire lease payments
are included in the cost of the land and the buildings as a finance lease in property and

equipment.

(b} Expressway operating right
Expenditure on acquiring the expressway operating right is capitalized as intangit‘)le assets,
Amortization of expressway operating right is provided on a reasonable basis. ‘

Settied assets ‘

Settled assets are tangible assets or properties that borrowers, guarantors or other thi;rd parties

use to exercise their debtors’ or quarantors’ rights. Settled assets are initially recognized at their

|
fair value. ‘

Impairment of non-financial assets
The Group assesses at each reporting date whether there is an indication that a non‘—financial
asset other than deferred tax assets may be impaired. If any such indication exists,jor when
annual impairment testing for a non-financial asset is required, the Group makes an estimate of

the asset’s recoverable amount. A non-financial asset's recoverable amount is the high‘er of the
asset’s or cash generating unit's fair value less costs to sell and its value in use and is determined

for an individual asset, unless the asset does not generate cash inflows that ar‘e largely
independent of those from other assets or groups of assets. Where the carrying amount of a

non-financial asset exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount. tn assessing value in use, the estimated fuiure cash
flows are discounted to their present value using a pre-tax discount rate that reflects current

market assessments of the time value of money and the risks spacific to the asset. In de"termlmng

fair value less costs to sell, an appropriate vaiuation model is used. These calcula‘t:ons are

corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other
available fair value indicators.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cantinuad)
(23)

(24)

Impairment of non-financial assets woriim ol

For non-financial assets other than goodwill, an assessment is made at each reporting date as to
whether there is any indication that previously recognized impairment losses may no longer exist
or may have decreased. If such indication exists, the Group makes an estimate of recoverable
amount. A previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the asset’s recoverable amount since the last impairment Joss
was recognized. If that is the case the carrying amount of the asset is increased to its recoverable
amount. That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in prior
years. Such reversal is recognized in the income statement,

Goodwill is reviewed for impairment, annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. Impairment is determined by
assessing the recoverable amount of the cash generating unit {or group of cash generating
units), to which the goodwill refates. The recaverable amount is the higher of its fair value less
costs to sell and its value-in-use, determined on an individual asset {or cash generating unit)
basis, unless the individual asset (or cash generating unit) does not generate cash flows that are
largely independent from those of other assets or groups of assets {or groups of cash generating
units). Impairment losses recognized in relation to goodwill are not reversed for subsequent

increases in its recoverable amount.

Intangible assets with indefinite useful lives are tested for impairment annually at each year end
either individually or at the cash generating unit level, as appropriate.

Insurance guarantee fund
According to “Administrative Regulations on the Insurance Guarantee Fund” (Baojianhuiling

[2004] No.18), the Group accrues for the insurance guarantee fund as follows:

(a)  For property insurance, accident insurance and short term health insurance, insurance
guarantee fund is provided at 1% of net premiums.

(b) For fong term life insurance and long term health insurance with guaranteed interest rate,
insurance guarantee fund is provided at 0.15% of net premiums.

(¢)  For long term life insurance without guaranteed interest rate, insurance guarantee fund is
provided at 0.05% of net premiums.

No additional provision is required when the accumulated insurance guarantee fund balances of
Ping An Life Insurance Company of China. Ltd. ("Ping An Life”}, Ping An Annuity Insurance
Company of China, Ltd and Ping An Health Insurance Company of China, Ltd. reaches 1% of
their respective total assets. For Ping An Property & Casualty Insurance Company of China Ltd.
{“Ping An Property & Casualty”), no additional provision is required when the accumulated

balance reaches 6% of its total assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES rcontinuerd)
(25) Insurance product classification

(a)

(b)

Insurance contracts
Insurance contracts are defined as those containing significant insurance risk at thelinception
of the contracts, or those where at the inception of the contracts there is a scenario with
commercial substance where the level of insurance risk may be significant over time. The
significance of insurance risk as determined by the Group is dependent onlboth the
probability of an insurance event and the magnitude of its potential effect. |

Once 3 contract has been classified as an insurance contract, it remains an insurance
contract for the remainder of its lifetime, even if the insurance risk reduces significantly
during this period. |

|

Investment contracts I

Insurance policies not considered insurance contracts under IFRS 4 are classified as
investment contracts. Investment contracts are classified into with and without discretionary
participation features ("DPF"). Deposits collected under investment contracts without DPF
are not accounted for through the income statement but are accounted for dnrectly through
the balance sheet as an adjustment to investment contract liabilities. Deposits' icollected
under investment contracts with DPF are accounted for through the income statement as

if they are insurance contracts.

(26) tnsurance contract liabilities

(a)
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Long term life insurance policyholders® reserves
Long term life insurance contracts are intended to be of greater than twelve months
duration, are not subject to unilateral changes in the contract terms and require the
performance of various functions and services (including, but not fimited to, msurance
protection) for an extended period. |

|
Policyholders’ reserves represent the estimated future benefit liability pa:yable to
policyholders for long term life insurance policies, other than policyholders’ account balances
in respect of investment-linked and universal life insurance contracts. Liabillities tor
contractual benefits that are expected to be incurred in the future are recorded when the
related premiums are recognized. Such liabilities for life insurance policies are calculated
using a net level premium valuation method based on actuarial assumptions as to mortahty,
persistency, expenses, policyholder dividends and investment return, including a margin
for adverse deviation. The assumptions are established at the time of the issue of the
policy and remain unchanged except where loss recognition occurs. |

[
|
|
|
|
|
|
|
|
|
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(26)

{nsurance contract liabilities 1 anfmouad)

{a)

{b}

(<)

Long term life insurance policyholders’ reserves (continued)

For participating life insurance policies, under current PRC insurance regulations, not less
than 70% of the distributable surplus would be allocated for the benefit of policyhoiders
(the exact percentage is estimated based on the Group’s distribution basis, contract terms
and prevailing regulations), and this obligation is provided for within total liabilities; after
the respective amounts allocated to participating policyholders and to the Group have
been deducted from distributable surplus, any unallocated portion at the end of the
reporting period is held within liabilities. Also included in liabilities is a reserve held for
the future benefit of universal life policies, as allowed by PRC reserving regulations mainly
to smooth the credit rate for such policyholders. Therefore, the Group's insurance contract
liabilities include estimated policyholders’ share of realized and unrealized gain on
investments payable to participating and universal life policyholders in the future (shadow
accounting will apply if part of the unrealized gain is captured within equity).

For applicable policies like where the premium payment period is less than the policy
term, an extra reserve, often known as deferred profit liability, is also included in
policyholders’ reserves. The deferred profit liability ensures a profit emergence in a constant
relationship to the amount of insurance in force.

Claim reserves
These comprise a best estimate of insurance contract provisions for the ultimate cost of

all claims incurred but not settled at the balance sheet date, whether reported or not,
together with related claims handling costs and reduction for the expected value of salvage
and other recoveries. Significant delays can be experienced in the notification and settlement
of claims and therefore, the ultimate cost cannot be known with certainty at the balance
sheet date. The methods of determining such estimates and establishing the resulting
liabilities are continuaily reviewed and updated. Resulting adjustments are reflected in the
income statement for the period. The Group does not discount its claim reserves.

Unearned premium reserves

Upon inception of propery and casualty and short term life insurance contracts, premiums
are recorded as written and are earned on a pro-rata basis over the term of the related
policy coverage. The unearned premium reserves represent the portions of premiums written

relating to unexpired periods of coverage.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conunised)

(26)

(27}

(28)

Ping An Insuranceo {Group} Company of China, Ltd. » Interim Report 2008

Insurance contract liakilities {tontmied)

(d) Liability adequacy test
At each balance sheet date, liahility adequacy tests are performed to ensure the adequacy
of the insurance contract liabilities net of the related deferred policy acquisition costs. In
performing these tests, current best estimates of future contractual cash flows, claims
handling and policy administration expenses, as well as investment income from assets
backing such liabilities, are used. Any deficiency is immediately charged 1o the income
statement initially by writing off deferred policy acquisition costs and subsequently by
establishing a provision for losses arising from the liability adequacy tests. As mentioned
above, long term life insurance contracts with fixed terms are measured based on
assumptions set out at the inception of the policies. When the liability adequacy test
requires the adoption of new best estimate assumptions, such assumptions are used for
the subsequent measurement of these liabilities. For short term life and property and
casualty insurance contracts, a provision is assessed on the basis of estimates ‘of future
claims, costs, premiums earned, etc. |

f

Investment contract hiabilities [

Those insurance policies that do not meet the definition of an insurance contract are inivestment
contracts and carried at amortized cost or estimated fair value. .

Investment-linked business
The assets and liabilities related to investment-linked contracts which are regarded as insurance

contracts are presented as policyholder account assets and liabilities in respect of insurance
contracts. For assets and liabilities related to investment-linked contracts regarded as investment
contracts, they are presented as policyhoider account assets and liabilities in respect of investment
contracts. Policyholder account assets and liabilities represent funds maintained to meet specific
investment objectives of policyholders who bear the investment risk. The net investment income
on policyholder account assets accrues directly to the policyholders and is not credited to the
Group's income statement. The assets and liabilities of each investment-linked fund are carried
at estimated market value based on applicable requirements and are segregated from each
other and from the rest of the Group's invested assets for recording purposes. i

Revenue from an investment-linked business consists of policy fees which are used to :cover the
insured risks and associated costs. Policy fees include fees for the cost of insurance, administration
fees and gains on surrenders. Amounts received other than policy fees collected as premiums
and administration fees from these contracts are reported as policyholder account liabilities.
Policy benefits and claims incurred in the period are charged to claim expenses in the consolidated
income statement, to the extent such amounts are not covered by the said liabilities.




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
(29)

(30}

(31)

Universal life business
Revenue for these contracts consists of policy fees which are used to cover the insured risks and

associated costs, as well as related investment income. Paolicy fees include fees for the cost of
insurance, administration fees and surrender charges. These fees collected with respect to future
services are deferred and recognized in a manner similar to the deferred policy acquisition costs
related to such contracts. Expenses include interest credited to policyholder contract deposits
and benefit payments made in excess of policyholder contract deposits.

General reserve
The general reserve in the Group’s consolidated financial statements consists of general reserve

provisions made for the Group's insurance, banking, trust, securities and futures subsidiaries.
The said provision is an appropriation of profit based on PRC regulatory requirements.

Revenue recognition
Revenue is recognized when it is probable that the economic benefits associated with the

transaction will flow to the Group and the amount of the revenue can be measured reliably, The
Group's main revenue is recognized on the following bases:

(a) Premium income
Premiums from long term, traditional and participating life insurance contracts are

recognized as revenue when premiums as stated in the contracts are considered collectible
from the policyholders. Premiums from long term property and casualty insurance contracts
are recognized as revenue when due from policyholders. Short term property and casualty
and life insurance premiums, net of endorsements, are recorded as written at the inception

of risk.

(b} Investment-linked business
Policy fees from an investment-linked business are the difference between premiums

received for investment-linked contracts and the amounts of premiums allocated to
policyholder account liabilities.

Administration fees are computed at the predetermined contract rate and are charged at
the end of each month.

(¢)  Universal life business
Policy fees used to cover the insured risks and associated costs are treated as premium

income. These include fees for the cost of insurance, administration fees, surrender charges,

etc.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ftannnued
(31)

Revenue recognition {taniined)

(d)

(e)

f

Interest income
Interest income for interest-bearing financial instruments, including financial instruments

measured at fair value through profit or loss, is recognized in the income statement using
the effective interest rate method. When a financial asset is impaired, the Group reduces
the carrying amount to its recoverable amount, being the estimated future cash flow
discounted at the original effective interest rate of the instrument, and continues unwinding

the discount as interest income,

Fees and commission income of non-insurance operations
The Group earns fees and commission income of non-insurance operations from a diverse

range of services it provides to its customers. Fees income can be divided into the following
i

i
|
Fees income earned from services that are provided over a certain period of time
Fees earned from the provision of services over a period of time are accrued over that
period. These fees include investment fund administration fees, custodian fees, fiduciary
fees, credit related fees, asset management fees, portfolio and other managemient fees,
advisory fees, etc. However, loan commitment fees for loans that are likely to pe drawn

down are deferred (together with any incremental costs) and recognized as an adjustment
to the effective interest rate an the loan.

main categories:

Fees income from providing transaction services |

Fees arising from negotiating or participating in the negotiation of a transaction for a
third party — such as the arrangement of the acquisition of shares or other securities or
the purchase or sale of businesses ~ are recognized on the completion of the underlying
transaction. Fees or components of fees that are linked to a certain performance are
recognized after fulfilling the corresponding criteria. These fees may include underwriting
fees, corporate finance fees, brokerage fees, etc. Loan syndication fees are recognized in
the income statement when the syndication has been completed and the Group retains
no part of the loans for itself or retains part at the same effective interest rate as for the

other participants.

Dividend income
Dividend income is recognized when the right to receive dividend payment is established.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuad)
(32)

(33)

(34)

Reinsurance
The Group cedes insurance risk in the normal course of business for its insurance businesses.

Reinsurers' share of insurance liabilities represents balances due from reinsurance companies.
Recoverable amounts are estimated in @ manner consistent with the outstanding claims provision
and are in accordance with the reinsurance contracts.

An impairment review is performed at each reporting date or more frequently when an indication
of impairment arises during the reporting year. Impairment occurs when objective evidence
exists that the Group may not recover outstanding amounts under the terms of the contract and
when the impact on the amounts that the Group will receive from the reinsurer can be measured
refiably. The impairment loss is recorded in the income statement.

Ceded reinsurance arrangements do not relieve the Group from its obligations to policyholders.
The Group also assumes reinsurance risk in the normal course of business for life insurance and
non-life insurance contracts when applicable. Premiums and claims on assumed reinsurance are
recognized as income and expenses in the same manner as they would be if the reinsurance
were considered direct business, taking into account the product classification of the reinsured
business. Reinsurance liabilities represent balances due to reinsurance companies. Amounts payable
are estimated in @ manner consistent with the associated reinsurance contracts.

Premiums and claims are presented on a gross basis for both ceded and assumed reinsurance.

Reinsurers’ share of insurance liabilities are derecognized when the contractual rights are
extinguished or expire or when the contract is transferred to another party.

Policyholder dividends
Policyholder dividends represent dividends paid by the Group to policyholders in accordance
with the terms of direct insurance contracts. The dividends are calculated and provided based on

the dividend allocation method and the resulis of actuarial valuation.

Operating leases
Leases where substantially all the rewards and risks of ownership of assets remain with the

lessor are accounted for as operating leases.

Where the Group is the lessor, assets leased by the Group under operating leases are inctuded
in investment properties and rentals receivable under such operating leases are credited to the
consolidated income statement on a straight-line basis over the lease terms.

Where the Group is the lessee, rentals payable under operating leases are charged to the
consolidated results on a straight-line basis over the lease terms. The aggregate benefit of
incentives provided by the lessor is recognized as a reduction of rental expenses over the lease

terms on a straight-line basis.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES icontinuedi
(35)

(36)

(37)

Employee benefits

{a) Pension obligations
The employees of the Group are mainly covered by various defined contribution pension
plans. The Group makes and accrues contributions on a monthly basis to the pension
plans, which are mainly sponsored by the related government authorities‘that are
responsible for the pension liability to retired employees. Under such plans, the Group has
no other significant legal or constructive obligations for retirement benefits beyond the
said contributions, which are expensed as incurred. Certain employees are also prowded
with group life insurance but the amounts involved are insignificant. ‘

[

(b} Housing benefits |
The employees of the Group are entitled to participate in various government- sponsored
housing funds. The Group contributes on a monthly basis to these funds based on certain
percentages of the salaries of the employees. The Group's liability in respect of these
funds is limited to the contributions payable in each period.

. . i
(c) Medical benefits |
The Group makes contributions for medical benefits to the local authorities in accordance

with the relevant local regulations.

Share-based payment transactions
Certain empioyees of the Group receive remuneration in the form of share- based’ payment
transactions, whereby employees render services as consideration for share apprecrauon rights

which are settled in cash. !

The cost of share appreciation rights is measured initially at fair value at the grant date using
the Black-Scholes formula taking into account the terms and conditions upon which the
instruments are granted. The liability is remeasured at each balance sheet date up to and including
the settlement date with changes in fair value recognized in the income statement. "

Tax
Income tax comprises current and deferred tax. Income tax is recognized in the income statement,
or in equity if it relates to items that are recognized in the same or a different period directly in

equity.
[

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all temporary ditferences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. |
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SUMMARY OF SIGNIFICANT ACCOUNTING POLUCIES (continued)

{37} Tax ccantineet)
Deferred tax liabilities are recognized for all taxable temporary differences, except:

. where the deterred tax liability arises from goodwill or the initial recognition of an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
ditferences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable {uture.

Deferred tax assets are recognized for all deductible temporary differences, carry-forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carry-forward of unused
tax credits and unused iax losses can be utilized, except:

. where the deferred tax asset relating to the deductible temporary differences arises from
the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor

taxable profit or loss; and

» in respect of deductible temporary differences associated with investments in subsidiaries,
assaciates and interests in joint ventures, deferred tax assets are only recognized to the
extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary differences can be

utilized.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or part of the deferred tax asset to be utilized. Conversely, previously unrecognized deferred
tax assets are reassessed at each balance sheet date and are recognized to the extent that it is
probable that sufficient taxable profit will be available to allow all or part of the deferred tax

asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority,
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(38)

(39)

Fiduciary activities
Where the Group acts in a fiduciary capacity such as nominee, trustee or agent, assets arising

thereon together with related undertakings to return such assets to customers are iexcluded

from the balance sheet. . !

The Group's banking operation granis entrusted loans on behalf of third-party lenders, which
are recorded off-balance sheet. The Group, as an agent, grants such entrusted loans 10 borrowers
under the direction of those third-party lenders who fund these loans. The Group has been
contracted by those third-party lenders to manage the administration and collection of these
loans on their behali. Those third-party lenders determine both the underwriting criteria for and
the terms of all entrusted loans including their purposes, amounts, interest rates, and repayment
schedules. The Group charges a commission related to its activities in connection with "emrusted
loan which is recognized ratably over the period in which the service is provided. The risk of loss

is borne by those third-party lenders.

Related parties
A party is considered to be related to the Group if:

(@)  the party, directly or indirectly through one or more intermediaries, (i) controls, is controlled
by, or is under common control with, the Group; (i) has an interest in the G{oup that
gives it significant influence over the Group; or iii) has joint contro! over the Group;

{b)  the party is an associate;
{c) the party is a jointly-controlled entity;
(d)  the party is a member of the key management personnel of the Group or its parent;

(e)  the party is a close member of the family of any individual referred to in (a) or {d); or

{f) the party is an entity that is controlled, jointly controlled or significantly influenced by or
for which significant voting power in such entity resides with, directly or indirectly, any
individual referred to in (d) or {(e). ,
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING ACCOUNTING
POLICIES

The Group makes estimates and judgments that affect the reported amounts of revenues, expenses,
assets and liabilities and the disclosure of contingent liabilities, in these financial statements. Estimates
and judgments are continually evaluated and based on histerical experience and other factors, including
expectations of future events that are believed o be reasonable under the circumstances.

{1}

Judgiments
In the process of applying the Group's accounting policies, management has made the following

judgments, apart from those involving estimations and assumptions, which have the most
significant effect on the amounts recognized in the financial statements.

{a)

(b)

{c)

Classification of financial assets

Management shall make significant judgments on classification of financial assets. Different
classifications would affect the accounting treatment and the Group’s financial position
and operating results. If the Group's classification is subsequently proved to he wrong,
reclassification may be required for certain categories as a whole.

Classification of insurance contracts
Management shall make significant judgments on classification of insurance contracts.
Different classifications would affect the accounting treatment and the Group's financial

position and operating results.

Impairment of available-for-sale equity investments ‘
The Group considers that impairment provision is needed for an available-for-sale equity
investments when there is significant or prolonged decline in fair value of that security
below its cost. Management shall exercise judgment to determine “significant” and
“prolonged”. When making such judgment, the Group considers factors like equity price
volatility, financial position of the investees, industry and segment performance, technology
innovation, cash flows from financing activities, etc.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING ACCOUNTING
POLICIES (continuodl .

(2}

Estimates and assumptions )
The key assumptions concerning the future and other key sources of estimation uncertainty at
the balance sheet date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next period are discussed below.

(a)

Valuation of insurance contract liabilities ‘

Life insurance contract liabilities ‘
The liability for life insurance contracts {including investment contracts with DPF) is either
based on current assumptions or on assumptions established at inception of the| contract,
reflecting the best estimate at the time increased with a margin for risk and adverse
deviation. All contracts are subject to a liability adequacy 1est, which reflect management’s
best current estimate of future cash flows.

Certain acquisition costs related to the sale of new policies are recorded in deferred policy
acquisition costs and are amortized to the income statement over time. If the assumptions
relating to future profitability of these policies are not realized, the amortization of these
costs could be accelerated and may require additional write-offs to the income statement.

The main assumptions used relate to mortality, morbidity, investment returns, expenses,
lapse and surrender rates. The Group base mortality and morbidity tables on, standard
industry tables which reflect historical experiences, adjusted when appropriate 'to reflect
the Group's unigue risk exposure, product characteristics, target markets and own claims
severity and frequency experiences.

Estimates are also made as to future investment income arising from the assets backing
life insurance contracts. These estimates are based on current market returns as well as
expectations about future economic and financial developments.

Assumptions on future expense are based on current expense levels, adjusted for expected
expense inflation adjustments if appropriate.

Lapse and surrender rates depend on product features, policy duration and external
cireumstance, such as sale trends. Credible own experience is used in establishing these

assumptions.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING ACCOUNTING

POLICIES (continued)
(2) Estimates and assumptions rconbnued!

(a}

(b)

Vaiuation of insurance contract liabilities (continued)

Property and casualty and short term life insurance contract liabilities

For property and casualty and short term life insurance contracts, estimates have to be
made both for the expected ultimate cost of dlaims reported at the balance sheet date
and for the expected ultimate cost of claims incurred but not yet reported at the balance
sheet date ("IBNR"™). It may take a significant period of time before the ultimate claims
cost can be established with certainty and for some type of policies. IBNR ctaims {orm the
majority of the balance sheet liability. The ultimate cost of outstanding claims is estimated
by using a range of standard actuarial claims projection technigques, such as the Chain
Ladder and Bornhuetter-Ferguson methods.

The main assumption underlying these techniques is that a company’s past claims
development experience can be used to project future claims development and hence
ultimate claims costs. As such, these methods extrapolate the development of paid and
incurred losses, average costs per claim and claim numbers based on the observed
development of earlier years and expected loss ratios. Historical claims development is
mainly analyzed by accident year, but can also be further analyzed by geographical area,
as well as by significant business lines and claim types. Large claims are usually separately
addressed, either by being reserved at the face value of loss adjustor estimates or separately
projected in order to reflect their future development. In most cases, no explicit assumptions
are made regarding future rates of claims inflation or loss ratios. Instead, the assumptions
used are those implicit in the historic claims development data on which the projections
are based. Additional qualitative judgment is used to assess the extent to which past
trends may not apply in future {(for example to reflect one-off occurrences, changes in
external or maker factors such as public attitudes to claiming, economic conditions, levels
of claims inflation, judicial decisions and legislation, as well as internal factors such as
portiolio mix, policy conditions and claims handling procedures), so as to arrive at the
estimated ultimate cost of claims that present the likely outcome from the range of
possible outcomes, taking account of all the uncertainties involved,

Valuation of investment contracts without DPF liabilities
Unitized investrment contract fair values are determined by reference to the values of the

assets backing the liabilities, which are based on the value of the investment-linked funds.

Non-unitized investment contract fair values are approximated by the account value held
by the relevant policyholders.
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As at June 30, 2008

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING ACCOUNTING
POLICIES (continted)

(2} Estimates and assumptians ontmand)

(c)

(d}

Fair value of financial assets and derivative financial instruments determined using
valuation techniques

Fair value, in the absence of an active market, is estimated by using valuation techniques,
such as recent arm’s length transactions, reference 1o the current market value of another
instrument which is substantially the same, and by using the discounted cash flow analysis
and/or option pricing model. For reference to similar instruments, instruments should

have similar credit ratings.
[

For the discounted cash flow analysis, estimated future cash flows and discount rates are
based on current market information and rates applicable to {inancial instruments with
similar yields, credit quality and maturity characteristics. Estimated future cash flows are
influenced by factors such as economic conditions {including country specific risks),
concentrations in specific industries, types of instruments or currencies, market liguidity
and financial conditions of counterparties. Discount rates are influenced by risk-free interest

rates and credit risk.
|

Option pricing models incorporate all factors that market participants would consider and
are based on observable market data when available. These models consider, among
other factors, contractual and market prices, correlatian, time value of money, credit risk,
yield curve volatility factors and/or prepayment rates of the underlying positions.

The valuation techniques described above are calibrated annually.

Impairment losses of loans and advances

The Group reviews its loans and advances at each reporting date to assess whether an
allowance for impairment should be recorded in the income statement. In particular,
judgment by management is required in the estimation of the amount and t|rn|ng of
future cash flows when determining the level of allowance required. Such estimates are
based on assumptions about a number of factors and actual results may differ, resulting

in future changes to the allowance.

In addition to specific allowance against individually significant loans and advances, the
Group also makes a collective impairment allowance against exposures which, aithough
not specifically identified as requiring a specific allowance, have a greater risk of default
than when originally granted. This takes into consideration factors such as any deterioration
in country risk, industry, and technological obsolescence, as well as identified structurai
weaknesses or deterioration in cash flows.
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4, CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING ACCOUNTING
POLICIES [continued)

(2)

Estimates and assumptions {coniinued
{e} Deferred tax assets and liabilities

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realized or the liability is settled, based on tax rates and
tax laws that have been enacted or substantively enacted by the balance sheet date,
Deferred tax assets are recognized for all unused tax fosses to the extent that it is probable
that future taxable profit will be available against which the unused tax losses can be
utilized. Significant management judgment is required to estimate the amount and timing
of future taxable profit as well as the applicable tax rates so as to determine, together
with the tax planning strategies, the amount of deferred tax assets and liabilities 1o be

recognized.

5. SCOPE OF CONSOLIDATION
The major changes in the subsidiaries of the Group during the six months ended June 30, 2008 (the

“Period”)} are as foilows:

{1

In March 2008, Ping An Life completed the acquisition of 60% equity interest in Shanxi Changjin
Expressway Co., Ltd. {("Shanxi Changjin”). The share capital of Shanxi Changjin is RMB750

million,

The fair values and carrying values of the identifiable assets and liabilities acquired as at the

date of acquisition were:

Fair value

recognized on
(in RMB million) acquisition Carrying value
Cash and amounts due from banks 181 181
intangible assets 2,659 1,920
Other assets 147 147
Sub-total 2,987 2,248
Deferred tax liabilities 185 -
Other liabilities 1,582 1,582
Sub-total 1,767 1,582
Net identifiable assets and liabilities 1,220 666

Fair value of net assets acquired attributable to the Group 732

732

Satisfied by cash
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5. SCOPE OF CONSOLIDATION (tontinuer) ,
(m .
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(continued)
The fair values of the above identifiable assets and liabilities acquired as at the date of atquisition

were determined by reference to book values and an independent appraisal report. !

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of
Shanxi Changjin is as follows:

{in RMB million)

Cash consideration (732}
Cash and bank balances acquired 181
{551)

Net outflow of cash and cash equivalents

The operating results and cash flow of Shanxi Changjin from the date of acquisition to current
period end were as follows: ‘

{in RMB miilion)

Operating income 127
Net profit 41
73

Net cash flows

From the date of acquisition to current period end, the Group did not dispose of and did not
intend to dispose of any assets or liabilities of Shanxi Changjin.



5.

SCOPE OF CONSOLIDATION (contirtued)

)

fn March 2008, Ping An Life completed the acquisition of 60% equity interest in Shanxi linjiao
Expressway Co., Ltd. (*Shanxi Jinjiao"). The share capital of Shanxi Jinjiao is RMB504 million.

The fair values and carrying values of the identifiable assets and liabilities acquired as at the
date of acquisition were:

Fair value

recognized on
(in RMB million) acquisition Carrying value
Cash and amounts due from banks 166 166
Intangible assets 1,913 1,303
Other assets 20 20
Sub-totai 2,099 1,489
Due to banks — long term borrowings 857 857
Deferred tax liabilities 152 -
Other liabilities 221 221
Sub-total 1,230 1,078
Net identifiable assets and liabilities 869 411

Fair value of net assets acquired attributable to the Group 521

Satisfied by cash 521

The fair values of the above identifiable assets and liabilities acquired as at the date of acquisition
were determined by reference to book values and an independent appraisal report.

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of
Shanxi Jinjiao is as follows:

(in RMB million)

Cash consideration (521)
Cash and bank balances acquired 166
Net outflow of cash and cash equivalents {355)
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5. SCOPE OF CONSOLIDATION fcantinued)
(2) (continued)

The operating results and cash flow of Shanxi Jinjiao, from the date of acquisition to current

period end were a5 follows:

(in RMB miilion)

Operating income
Net profit
. Net cash flows

130
64
(92)

From the date of acquisition to the period end, the Group did not dispose of and did not intend

to dispose of any assets or liabilities of Shanxi Jinjiao.

(3)  Particulars of the Company's principal subsidiaries as at June 30, 2008 are set out below:

Registered/
Attributable  authorized capital Paid-up capital
| Place of equity interest (RMB unless {RMB unless
I Name incorporation  Direct Indirect otherwise stated) otherwise stated)  Principal activities
Fing An Life Insurance The PRC 99.00% - 3,800,000,000 3,800,000,000  Life insurance
Company of China, Ltd.
Ping An Property & Casualty The PRC 99.06% - 3,000,000,000 3,000,000,00¢  Property and casualty
Insurance Company of insurance
China, Ld.
Shenzhen Ping An Bank The BRC 90.04% - 5,502,000,000 5,460,940,138  Banking,
Co., Ltd. (i
China Ping An Trust & The PRC 99.88% - 4,200,000,000 4,200,000,000  Itnvesiment and trust
Investment Co., Lid.
fing An Securities The PRC - Bb.E6% 1,800,000,000 1,800,000,000  Security linvestment

Company, Ltd.

Ping An Annuity Insurance  The PRC 97.00%  2.98% 500,000,000
Company of China, Ltd.

Ping An Asset Management  The PRC 96.00% 3.96% 500,000,000
Co, ld

Ping An Health Insurance The PRC 95.00% 4.96% 500,000,000
Company of China, Lid.
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5. SCOPE OF CONSOLIDATION rfcontinued)
(3 (continued)

Registered/
Attributable  authorized capital Paid-up capital
Plate of equity interest {(RMB unless {RME unless
Name incorporation  Direct Indirect otherwise stated) otherwise stated)  Principal activities

HKD4,000,000,000

China Fing An Insurance Hong Kong  100.00%
Overseas (Holdings} Limited

75.00%  HKD110,000,000

China Ping An Iasurance Hong Kong
{Hong Kong)
Company Limited

Shenzhen Ping An Futures  The PRC - B6947% 120,000,000
Brokerage Co., Ltd.

Fing An New Capital The PRC - 99.88% 2,000,000,000
Co., Ltd. i)

Shenzhen Ping An Progerty  The PRC - 9988% 20,000,600
and Facilities Management
Co., Uid.

Fuzhou Ping An Real Estate  The PRC - 4.25% USD5, 000,000

Development Co., Lid.

Shenzhen Ping An Real Estate The PRC - 90.88% 800,000,000
investment Co., Ltd.

Shenzhen Xin An Invesiment  The PRC - 09.88% 3,000,000
Consultant Co., Ltd.

Ping An of China Asset Hong Kong - 100.00%  HKD65,000,000
Management {Hong Kong)
Company Limited

Yuxi Ping An Real Estate The PRC - 79.90% 38,500,000
Co., Ltd.

Yuxi Meijiahua Business The PRC - 79.90% 500,000

Management, Co., Lid.

HKD555,000,009

HXD110,000,000

120,000,000

2,000,000,000

20,000,000

USDS5,000,0G0

800,000,000

3,000,000

HKD65,000,000

38,500,000

500,000

Investment holding

Properly and
casualty insurance

Futures brokerage

Invesiment

Property
management

Real estale
tnvestment

Real estate
investment

Investment consulting

Asset management

Property leasing

Property management
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5. SCOPE OF CONSOLIDATION fcontinuedi
(3) (continued)

Name

Registered/
Attributable  authorized capital
Place of equity interest {RMB unless

intorporation  Direct indirect otherwise stated)

Paid-up capital
(RMB unless

otherwise stated)

Principal activities

Ping An Meijiahua Uingzhou)
Business Management
Co., Lid.

Nanning Ping An Meijiahua
Real Estate Co., LLd.

Shenzhen CITIC City Plaza
Investment Co., Lid.

Anseng Invesiment
Company Limited

Rich All Investments
Company Limited

Profaith International
Investment Limited

Portiield Limited

Ningbo Beilun Port
Expressway Co., Ltd.

Shanxi Changjin Expressway
Co., Ltd. fifi)

Shany Jinjiao Expressway
Co., ltd. {ii}

Shenzhen Ping An
Cai Fu Tong Advisory
Co., Ltd. (i)

The PRC - 50.94% USD9,700,000

The PRC - 50.94% 100,000,000

The PRC - 98.88% 20,000,000

British Virgin - 100.00% USD50,000
islands

British Virgin - 100.00% LS036,000,001
Islands

British Virgin - 100.00% usDs0,000
Islands

Heng Kong - 100.00% HKD10,000

The PRC - 100.00% UsD77,800,000

The PRC - 59.40% 750,000,000

The PRC - 50.40% 504,000,000

The FRC - 99.88% 10,000,000

Ping An Insurance {Group) Company of China, Ltd. » interim Reporl 2008

509,700,000

55,000,000

20,000,000

usD2

15D36,000,001

UsD1

HKD10

USD77,800,000

750,000,000

504,000,000

10,000,000

Real estale
invesiment

Property leasing

Real estale

investment

Project investment

Project investment

Project invesiment

Project invesiment

Operating expressway

Operating expressway

Operaling expressway

Financial services



5.

SCOPE OF CONSOLIDATION (continued)
(3)  (continued)

{i) Up to June 30, 2008, Shenzhen Ping An Bank Co., Ltd. {("Shenzhen Ping An Bank") has
obtained the approval of capital reduction from the China Banking Regulatory Commission,
but the update of its business registration was still in progress,

(i) Shenzhen Ping An Industries Co., Ltd. was renamed as Ping An New Capital Co., Ltd.
during the Period. Its paid-up capital was increased to RMB2 billion,

(i) These subsidiaries were acquired during the Period through business combinations without
involving entities under commen control. Please refer to Notes 5 (1} and (2) for details.

{iv)  The subsidiary is newly set up during the Period.

Except for new subsidiaries mentioned in remarks (iii) and {iv) above, there are no significant
changes to the scope of consolidation as at June 30, 2008 from that as at December 31, 2007.

SEGMENT REPORTING
The Group’s business segment information is currently divided into life insurance business, property

and casualty insurance business, banking business, securities business, corporate and other business,
Segment net profit represents revenue less expenses directly attributable to a segment and the relevant
portion af enterprise revenue less expenses that can be allocated on a reasonable basis to a segment,
whether from external transactions or fram transactions with ather segments of the Group.

Segment assets and liabiities mainly comprise those operating assets and liabilities that are directly
attributable to the segment or can be allocated to the segment on a reasonable basis. Segment assets
are determined after deducting related allowances that are reported as direct offsets in the Group’s
consalidated balance sheet. The Group’s revenue and net profit for the Period were mainly derived
from the above activities in the PRC. Accordingly, no further segment analysis by geographical area is

provided.

Ping An insurance {Group) Company of China, Ltd. * Interim Repon 2008
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G. SEGMENT REPORTING (contniied)

The segment analysis as at June 30, 2008 and for the six months ended June 30, 2008 is as follows:

Property and
Life casualty
{in RME million) insurance  insurance Banking  Securities  Corporate Others  Elimination Total
Income statement
Gross writlen premiums ang
poficy fees 39,52 14,61 - - - - - 54,192
Less; Premiums ceded to reinsurers (605} (2,739} - - - - - (3,348)
Change in unearned premium
reserves {421) 2,313) - - - - - {2,734
Net eamned premiums 38,495 9,619 - - - - - 48,114
Reinsurance commission income 103 657 - - - - - 760
Inerest income of
hanking aperations - - 3,316 - - - {n 3,30
Fees and commission income of ‘
nOA-insurance operations - - ul 912 - 288 (19 1,282
Investment incame 8,768 490 (1) 103 (624) 345 (180) 5,215
Share of profits of associates 7 - - - - 14 - 4
Qther income 659 9 14 3 - 33¢ (252} 792
Total incame 43,052 11,295 3364 1018 (624 986 (458) 63,633
Change in deferred policy .
| acquisition ¢osts 4,966 350 - - - - - 5316
Claims and policyholders' benefits  (33,922) . (6,697) - - - - - {40,619)
Commitsion expenses of
insurance operations {5,934) (1,408) - - - - 82 (0,257
Intecest expenses of
barking operations - - {1.391) - - - 126 {1,265}
Fees and commission expenses of
non-insurance operations - - {14) (58) - {48) - (+18)
Loan loss provisions, net of reversals - - (9) - - M - (16)
Foreign exchange losses (403) (37) {1 4} (62} (18) - {525)
General and administrative expenses (3,837} (3970 {986) (456} 48 (636) 139 (8,305)
Total expenses (39,130} {10,966) {1.401) (518) {14) (707) a7 {53,289)
Profit before tax 8922 329 963 500 {638) 279 (1) 10,344
Income 1axes {597) 10 (168) (99) 299 (70) - {625)
Net profit 8,325 339 795 401 (339) 209 (1 9,719
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SEGMENT REPORTING fcontinued)
The segment analysis as at June 30, 2008 and for the six months ended June 30, 2008 is as Tollows:

{continued)
Property and
Lite casualty
(in RMB million} insurance  insurance Banking  Securities  Corporate Others  Elimination Total
Balance sheet
Segment assets 453,449 39,620 131,655 17347 54,363 18,841 (26,542) 628,173
Segment liabilities 441,266 33,198 124,198 13,678 1,120 1,337 {26,444) 598,353
(ther segment information
Capital expenditure 1.9 110 82 pL] 3 M4 - 2,407
Depreciation and amortization
{Excluding: amortization of
defersed acquisition costs) 291 60 S0 15 17 128 - [13]
Totaf other non-cash expenses
charged to consolidated results - (25) {14) - - 0] - (46)

Ping An Insurance {Group) Company of China, Ltd. « Interim Repor! 2008
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SEGMENT REPORTING (continied)
The segment analysis as at December 31, 2007 and for the six months ended June 30, 2007 is as

follows:
Property and
Life casually ‘

{in RMB million) insurance  insurance Banking Securities  Corporate QOthers  Elimination Tolad
income statement
(ross written premitms and

policy fees 32.203 11,637 - - - - - 43,840
Less: Pramiums ceded {0 reinsurers {476) {2,124} - - - - - {2,600}

Change in unearned
premium resesves 2m (1.914) - - - - - (2,19%)

Nel earned premiums 31,450 7,599 - - - - - 39,048
Reinsurance commissign income m 564 - - - - - 675
[nterest income of banking operations - - 2,257 - - - - 2257
Fees and commission income of

AoR-insurance operations - - 68 1,046 - 258 {19) 1,357
Invesiment income 22,038 4957 35 491 1,870 454 {108) 25,737
Other income 259 12 455 - 34 209 {225) 144
Total income 53,858 9,132 2815 1,537 1,904 92 {348} 69,819
{hange in deferred policy

acquisition Costs i 409 - - - - - 4,136
Claims and policyholders’ benefits  {43,045) {4,804) - - - - - {47,849)
Commission expenses of

insurance operations {4,601) (1,124 - - - - 52 {5,673}
Interest expenses of

banking operations - - (798) - - - 109 {689)
Fees and commission expenses of

non-insurance operations - - {16} (71} - {126} - 213
Loan loss pravisions, net of reversals - - m - - {6) - 105
Foreign exchange losses (316) {m 2 iy {25) &) - (335)
General and adminisirative expenses (3,649} (2,551 (892} {605) (560) {393) 165 18,485}
Total expenses {47 884) {8,081) {1,573) (678) {585) {528) 326 {59,003)
Profit before tax 5,974 1,051 1,242 859 1,319 393 {22) 10,816
Income taxes 44 (291) {156) (183} {179) (82) - {347)
Net profit 6,018 760 1,086 676 1,140 n 22 9,969
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SEGMENT REPORTING (tontinued)
The segment analysis as at December 31, 2007 and for the six months ended June 30, 2007 is as

foltows: {continued)

Property and
tife casualty
{in RMB million} insyrance  insurange Banking  Securities  Corporate Others  Elimination Total
Balance sheet
Segment assets 459,388 33,351 141,976 23516 55,404 21,155 (42,568} £92,222
Segmeni liabilities 426,102 26,102 135,351 19,786 1924 11,587 {42481} 5783
Other segment information
Capital expenditure 2,636 63 66 19 13 296 - 3,003
Depreciation and amortization
{Excluding: amortization of
deferred acquisition costs) N 64 38 9 7 3 - 462
Tetal cther nan-cash expenses
charged to consolidated results - 13 {62) 1 - 5 - 17
GROSS AND NET WRITTEN PREMIUMS AND POLICY FEES
For the six months ended June 30, (in RMB million} 2008 2007
Gross written premiums, policy fees and premium deposits
{as reported in accordance with PRC Accounting Standards) §9,228 53,885
Less: Premium deposits allocated to policyhelder contract depaosits (10,272) (8,372)
Premium deposits allocated to policyholder accounts (4,764} {1,673)
Gross written premiums and policy fees 54,192 43,840
tong term life business gross writlen premiums and policy fees 36,540 29,626
Short term life business gross written premiums 2,981 2,577
Property and casualty business gross written premiums 14,671 11,637
54,192 43,840

Gross written premiums and policy fees
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GROSS AND NET WRITTEN PREMIUMS AND POLICY FEES (continued)

For the six months ended June 30, {(in RMB million) 2008 2007
Gross
Life Insurance
Individuatl life insurance 32,991 27,705
Bancassurance 1,112 367
Group life insurance 5,418 4,131
39,521 32,203
Property and casualty Insurance
Automobile insurance 10,225 7,801
Non-automobile insurance 3,650 3,254
Accident and health insurance 796 582
14,671 11,637
Gross written premiums and policy fees 54,192 43,840
Net of reinsurance premiums ceded
Life Insurance
individual life insurance 32,975 27,686
Bancassurance 1.111 367
Group life insurance 4,830 3,674
38,916 31,727
Property and casualty Insurance
Automobile insurance 9,275 7,169
Non-automobile insurance 1,879 1,774
Accident and health insurance 778 570
11,932 9,513
50,848 41,240

Net written premiums and policy fees
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NET INTEREST INCOME OF BANKING OPERATIONS

For the six months ended June 30, (tin RMB million) 2008 2007

Interest income of banking operations

Loans and advances to customers 2,274 1,348

Balances with central bank 146 73

Bonds 633 541

Cash and amounts due from banks and other financial institutions 316 295
l

Total ' 3,369 2,257

Interest expenses of banking operations

Customer deposits 996 532

Due to banks and other financial institutions 269 157
[

Total ' 1,265 689

Net interest income of banking operations 2,104 1,568

NET FEES AND COMMISSION INCOME OF NON-INSURANCE OPERATIONS

For the six months ended June 30, {in RMB million) 2008 2007
|

Fees and commission income of non-insurance operations

Brokerage fees 509 790

Underwriting commission income 392 224

Trust service fees 267 246

Others 114 97

Total ! 1,282 1,357

Fees and commission expenses of non-insurance operations

Brokerage fees paid 58 71

Other fees paid 60 142

Total | 118 213

Net fees and commission income of non-insurance operations 1,164 1,144
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10. INVESTMENT INCOME

{n

(2)

Net investment income

For the six months ended June 30, {in RMB million) 2008 2007
Interest income on fixed maturity investments
Bonds
- Held-to-maturity 2,488 2,526
- Available-for-sale 1,929 1,170
- Carried at fair value through profit or loss 296 205
Term deposits
- Loans and receivables 1,223 1,277
Current accounts
~ Loans and receivables 401 397
Others
- Loans and receivables 184 126
Dividend income on equity investments
Equity investment funds
- Available-for-sale 2,250 2,975
- Carried at fair value through profit or loss 508 1,364
Equity securities
- Available-for-sale 955 96
- Carried at fair value through profit or loss 68 35
Operating lease income from investment praperties 139 151
Interest expenses on assets sold
under agreements to repurchase {182) (429)
Total 10,259 9,893
Realized gains
For the six months ended June 30, {in RMB million} 2008 2007
Fixed maturity investments
— Available-for-sale 3 98
— Carried at fair value through profit or loss 18 117
Equity investments
- Available-for-sale 9,228 8,717
— Carried at fair value through profit or ioss 1,023 6,303
Derivative financial instruments
- Carried at fair value through profit or loss 248 3
10,520 15,238

Total
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10. INVESTMENT INCOME (conntmued)

{3)

(4)

{5)

Unrealized gains/(losses) |

For the six months ended June 30, {in RMB million) 2008 2007
Fixed maturity investments

- Carried at fair value through profit or loss (126) (188}
Equity investments

~ Carried at fair value through profit or loss {(9,526) 684
Derivative financial instruments

- Carried at fair value through profit or loss {267) 110
Total {9,919} 606
Impairment losses
For the six months ended June: 30, {in RMB million) 2008 2007

[

Equity investments !

- Available-for-sale (1,585) -
Total investment income
For the six months ended June 30, (in RMB million) 2008 2007
Net investment income 10,259 9,893
Realized gains 10,520 15,238
Unrealized gains/(losses) (9,919) 606
tmpairment losses (1,585) -

9,275 25,737

Total
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11.

Ping An Insurance {Group) Company of China, Ltd. ¢ Interim Report 2008

CLAIMS AND POLICYHOLDERS' BENEFITS

{1)

2008
For the six months ended June 30, Reinsurers’
(in RMB million} Gross share Net
Claims and claim adjustment expenses 11,092 (2,416) 8,676
Surrenders 4,588 - 4,588
Annuities 1,660 - 1,660
Maturities and survival benefits 7.217 - 7,217
Policyholder dividends 4,162 - 4,162
Interest credited to policyholder
contract deposits 1,083 - 1,083
Subtotal 29,802 {2,416) 27,386
Increase in policyholders’ reserves 13,234 (1) 13,233
Total 43,036 (2,417} 40,619
2007
For the six months ended June 30, Reinsurers’
(in RMB million) Gross share Net
Claims and claim adjustment expenses 7,918 {1,510) " 6,408
Surrenders 4,181 - 4181
Annuities 1,427 - 1,427
Maturities and survival benefits 3,582 - 3,582
Palicyholder dividends 897 - 897
Interest credited to policyholder
contract deposits 451 - 451
Subtotal 18,456 {1,510} 16,946
Increase in policyholders’ reserves 30,917 (14} 30,903
49,373 (1,524) 47,849

Total




11.

12.

CLAIMS AND POLICYHQLDERS' BENEFITS (coritinued)

(2)

2008
For the six months ended June 30, Reinsurers’
{in RMB million) J Gross share Net
Long term life insurance contracis benefits 32,914 {6) 32,908
Short term life insurance claims 1,350 {336) 1,014
Property and casuaity insurance claims 8,772 (2,075) 6,697
Total 43,036 {2.417) 40,619
2007
For the six months ended June 30, Reinsurers’
{in RMB million) A Gross share Net
Long term life insurance contracts benefits 42,200 {19) 42,182
Short term life insurance claims 1,111 (248) 863
Property and casualty insurance claims 6,061 (1,257} 4,804
Total . 49,373 {1,524) 47,849
|
PROFIT BEFORE TAX I
(1) Profit before tax is arrived at é?fter charging/(crediting) the following items:
i
For the six months ended June 30, (in RMB million) 2008 2007
Employee costs (Note 12(2)} 2,444 4,301
Provision for insurance guarantee fund 2198 176
Depreciation of investment properties 77 76
Depreciation of property and equipment 273 324
Amortization of intangible assets 211 81
Gains on disposal of non-performing assets - {284)
Loss on disposal of investment properties,
property and equipment 3 1
Impairment losses on property and equipment,
and intangible assets 1 g
Provision for doubtful debts, net {63} 76
Auditor's remuneration-review and audit fee 15 12
QOperating lease payments in respect of land and buildings 398 283

Ping An Insurancea (Group} Company of China, Ltd. « Interim Report 2008




12.

13.

PROFIT BEFORE TAX (continued)
(2) Employee cosls

For the six months ended June 30, (in RMB million) 2008 2007

Wages, salaries and bonuses 1,722 3,829

Retirement benefits, social security contributions

and welfare benefits 722 _ 472

Total 2,444 4,301

The employee costs reversed for the scheme of share appreciation rights during the ﬁeriod are
RMB1,068 million due to the decrease in stock price of the Company's H-share (Six months
ended 30 June 2007: expense accrued of RMB777 millicn).

INCOME TAXES

For the six months ended June 30, (in RMB million) 2008 2007
Current income tax 644 666
Deferred income tax 19) 181

625 o847

Total

On March 16, 2007, the National People's Congress approved the Corporate Income Tax Law of the
People’s Republic of China (the new "CIT Law"). The new CIT Law unifies domestic corporate income
tax rate to 25% with effect from January 1, 2008. For subsidiaries and branches of the Group located
in Special Economic Zones that were entitled to preferential income tax, the applicabte CIT rate wilt be
transited to 25% in five years. During the transitional period, the applicable CIT rate for applicable
subsidiaries and branches will be 18%, 20%, 22%, 24% and 25% for year 2008, 2009, 2010, 201
and 2012, respectively. For other subsidiaries and branches of the Group, the CIT rates are reduced

from 33% to 25% from January 1, 2008.

Subsidiaries of the Group located in the Hong Kong Special Administrative Region are subject to Hong
Kong profits tax. The tax rate of Hong Kong profits tax is reduced from 17.5% to 16.5% for the
period from April 1, 2008 to March 31, 2009.
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14.

INCOME TAXES (contintedd)
Reconciliation between tax expense and the product of accounting profit multiplied by the main

applicable tax rate of 18% is as follows:

For the six months ended June 30, (in RMB million) 2008 2007
Profit before tax ‘ 10,344 10,816
Tax computed at the main applicable hfsx rate of 18% (2007: 15%) 1,862 1,622
Tax effect of expenses not deductible in determining taxable income 225 573
Tax effect of income not taxable in detgrmining taxable income (1,435) (1,558)
Tax effect of changes in tax rate | 58 5
Tax effect of higher tax rate on brancth and entities (in the PRC)

located outside Special Economic Zones 18 205
Tax refund (103) -
Income taxes per consolidated income statement 625 847

|

The Group's tax position is subject to assessment and inspection of the tax authorities.
DIVIDENDS
For the six months ended June 30, (in RME million) 2008 2007
Final dividend on ordinary shares approved and

paid for the previous year:
Final dividend for 2007: RMB0.50 per share

{2006: RMB0.22 per share) 3,673 1,616
Interim dividends on ordinary shares approved

{not recognized as a liability as at June 30):
Interim dividend for 2008: RMBO0.20 per share

1,469

(2007: RMBO0.20 per sharg) . 1,469
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15.

16.

EARNINGS PER SHARE

Earnings per share is calculated by dividing the Company’s net profit attributable to ordinary shareholders

by the weighted average number of outstanding shares.

For the six months ended June 30, 2008 2007
Net profit attributable to ordinary shareholders (in RMB million) 9,487 9,650
Weighted average number of outstanding shares of
the Company {million shares) 7,345 6,962
Basic earnings per share (in RMB) 1.29 1.39
Diluted earnings per share {in RMB) 1.29 1.39
BALANCES WITH CENTRAL BANK AND STATUTORY DEPOSITS
June 30, December 31,
{in RMB million) 2008 2007
Mandatory deposits with central bank for banking operations 16,228 14,265
Other deposits with central bank 1,993 4,969
Statutory deposits for insurance operations 1,560 1,560
19,781 20,794

Total

In accordance with relevant regulations, Shenzhen Ping An Bank maintains mandatory deposits with
The People’s Bank of China in both RMB and foreign currencies. As at June 30, 2008 and December
31, 2007, the mandatory deposits are calculated at 17.5% and 14.5% for eligible RMB deposits,

respectively, and 5% for foreign currencies deposits.

Statutory deposits for insurance operations are made with PRC banks in accordance with the PRC
Insurance Law and related regulations based on not less than 20% of the respective registered capital

of the insurance subsidiaries of the Group.
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18.

CASH AND AMOUNTS DUE FROM BANKS AND OTHER FINANCIAL INSTITUTIONS

June 30, December 31,
(in RMB million) 2008 2007
Cash on hand 368 382
Term deposits 56,402 57,384
Due from banks and other financial institutions 36,082 28,901
Loans and advainces _ 532 1,192
Total : 93,384 87,859

[

l
Due from banks and other financial institutions pledged by the Group as collateral for warrants issued
by a subsidiary of the Group was nil as'at June 30, 2008 (December 31, 2007: RMBB87 million).

Of the above, none of the cash and amrounts due from banks and other financial institutions has been

designated at fair value. :
!

FIXED MATURITY INVESTMENTS.

June 30, December 31,
(in RMB million) ' 2008 2007
Bonds ' 272,744 235,373
Policy loans 2,946 2,41
Assets purchased under agreements to resell 8,779 36,457
Total ‘ 284,469 274,241

Ping An Insurance {Group)} Company of China, Ltd. * Interim Report 2008

115




18. FIXED MATURITY INVESTMENTS {continued)

Bonds
June 30, December 31,
(in RMB million) 2008 2007
Held-to-maturity, at amortized cost 126,397 127,736
Available-for-sale, at fair value 122,560 83,411
Carried at fair value through profit or loss '
Held-for-trading 23,787 24,226
Total 272,744 235,373
Government bonds 91,189 88,365
Central bank bills 31,082 23,440
Finance bonds 83,964 69,657
Corporate bonds 66,509 53,911
Total 272,744 235,373
Listed 54,059 47,961
Unlisted 218,685 187,412
Total 272,744 235,373

As at June 30, 2008, bonds with par value of RMB13,268 million (December 31, 2007: RMB12,044
million) were pledged as assets sold under agreements to repurchase. Up to the approval date of these
financial statements, approximately RMB812,833 million has been released from this pledge.

Assets purchased under agreements to resell

June 30, December 31,

2008 2007

Securities 1,490 27,173
Bills 7,289 7,959
Loans - 1,325
Total 8,779 36,457
Less: Provision for impairment losses - -
8,779 36,457

Net

The fair value of the assets held as collaterai for assets purchased under agreements to resell

approximates their carrying value.
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EQUITY INVESTMENTS

June 30, December 31,
{in RMB million) 2008 2007
Equity investment funds 31,663 28,899
Equity securities 52,010 100,032
Total . 83,673 128,931
{1) Equity investment funds
|
! June 30, December 31,
(in RMB million) | 2008 2007
i
Available-for-sale, at fair value ; 11,382 9,481
Carried at fair value through profit or loss 20,281 19,418
Total 31,663 28,899
Listed 1,228 2,721
Unlisted 30,435 26,178
Total 31,663 28,899
(2) Equity securities
June 30, December 31,
(in RM8 million) 2008 2007
Available-for-sale, at fair value 43,857 86,381
Carried at fair value through profit or loss 8,153 13,651
Total 52,610 100,032
Listed 51,338 95,297
Unlisted , 672 735
Total | 52,010 100,032
|
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20. DERIVATIVE FINANCIAL INSTRUMENTS

June 30, 2008 December 31, 2007

Nomina!l Fair Value Nominal Fair Value
{in RMB million} amount Assets Liabilities amount Assets  Liabilities

Interest rate related

derivatives a57 5 20 4,261 14 27
Currency related derivatives 948 - 1 661 - 1
Equity related derivatives 379 110 - 670 159 99
Credit related derivatives 892 6 99 950 4 62
Total 3.176 121 120 6,542 177 189

None of the above derivatives has been designated as a hedging instrument,

21. LOANS AND ADVANCES TO CUSTOMERS

(1} Loans and advances by individual and corporate customers

June 30, December 31,

(in RMB million) 2008 2007
Individual customers
Credit card loans 1,091 389
Mortgage ioans 16,838 © 16,259
Others 3,066 3,340
Corporate customers
Loans 45,384 37,696
Discounted hills 4,956 5,977
Total 71,335 63,661

Loan loss provision

Individually assessed (251) (302)
Collectively assessed {278} (234)
Net 70,806 63,125

As at June 30, 2008, toans of RMB375 million (December 31, 2007: Nit) were pledged as assets
sold under agreements to repurchase. Up to the approval date of these financial statements,
none of them has been released from this pledge.
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‘»
LOANS AND ADVANCES TO CUSTOMERS (contirited)
Loans and advances by indusitry

(2)

(3)

(4)

June 30, December 31,
{in RME miilion) ‘ 2008 Percentage 2007 Percentage
[
Agriculture, forestry and
fishing 81 0.11% 96 0.15%
Mining 761 1.07% i75 0.27%
Manufacturing 10,698 15.00% 13,055 20.51%
Energy 2,848 3.99% 2,137 3.36%
Transportation and ‘
communications 5,128 7.19% 4,009 6.30%
Commercial 9,114 12.78% 6.440 10.12%
Reai estate 7,715 10.82% 6,173 9.70%
Construction 2.2M 3.18% 3,332 5.23%
Individual customers 20,994 29.43% 19,988 31.40%
Others 1,725 16.43% 8,256 12.96%
Total 71,335 100.00% 63.661 100.00%
Loans and advances by region
June 30, December 31,
(in RMB million) | 2008 Percentage 2007 Percentage
[
Southern China region 51,858 72.70% 50,427 79.21%
Eastern China region 18,820 26.38% 12,026 18.89%
Other regions 657 0.92% 1,208 1.90%
Total | 71,335 100.00% 63,661 100.00%
|
Leans and advances by guarantee type
lune 30, December 3t,
(in RMB million) | 2008 2007
Unsecured loans | 17,613 14,284
Guaranteed loans ' 16,458 12,972
Secured loans
Loans secured by mortgages 27.824 25,273
Loans secured by other coliaterals 9,440 11,132
71.335 63,661

Total

1

Ping An Insurance (Group) Company of Ghira, Ltd. * Interim Repon 2008

119




21.

LOANS AND ADVANCES TO CUSTOMERS (conimuecl)
(5)

Analysis of overdue loans

June 30, 2008

Within 3 3 months More than
{in RMB mitlion) months to 1year 1-3 years 3 years Total
Unsecured loans 394 46 10 87 537
Guaranteed loans 156 11 27 19 213
Secured loans
Loans secured by morigages 1,239 342 30 27 1,638
Loans secured by
other collaterals 4 11 13 - 28
Total 1,793 410 80 133 2,416
December 31, 2007
Within 3 3 months More than
{in RMB miltion} months  to 1 year 1-3 years 3 years Total
Unsecured loans 88 8 9 99 204
Guaranteed loans 46 3 130 11 190
Secured loans
Loans secured by mortgages 895 102 57 26 1,080
Loans secured by
other collaterals 72 200 56 - 328
Total 1,101 313 252 136 1,802
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21. LOANS AND ADVANCES TO CU&STOMERS (continued)

{6} Loan loss provision F

For the six months 2008 2007
ended June 30, Individually  Collectively Individually  Callectively
{in RMB million) assessed|  assessed Total assessed assessed Total
As at January 1, 3(]2i 234 536 2,263 168 2,431
Charge for the period 20 a4 64 5 - 5
Transfer out
during the period (16) - (15) {1,759) {42) (1,801)
Write-backs
during the period
Accreted interest
on impaired laans (6) - {6) (20) - {20}
Write-backs due to
other reasons {49) - {49) {72) {38) (110)
As at June 30, 251 | 278 529 417 88 505
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LA STAEE

(VX s at june 30, 2008

22. INVESTMENTS IN ASSOCIATES
The Group's investments in principal associates as at June 30, 2008 are as follows:

{in RMB million) June 30, December 31,

Name of the invested entity 2008 2007
veolia Water (Kunming) investment Co., Ltd. ("Veolia Kunming™) 164 169
veolia Water (Yellow River) Investment Co., Ltd.

{"veolia Yellow River") 503 541
Veolia Water (Liuzhou) Investment Ca., Ltd. {“Veolia Liuzhou™) 98 , 105
Shanxi Taichang Expressway Co., Ltd. ("Shanxi Taichang”) 1,071 ‘ -
Hubei Shumyip Huayin Traffic Development Co., Lid.

{"Hubei Shumyip Huayin") 598 618
Beijing-Shanghai High-speed Railway Equity Investment Scheme 423 -
Hangzhou Sundy Real Estate Group Co., Ltd. {"Hangzhou Sundy"} 466 -
Ciming Health and Body Examination Management Group Co., Ltd.

{"Ciming Body Examination") 78 -
Others - 39
Total 3,401 1,472
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22.

123

INVESTMENTS IN ASSOCIATES {f_'(_'m?r'nur_-‘-*d)

Registered

Name of the Place of (authorized) capital/ Percentage Principal

invested entity incorporation paid-up capital  of holding activities

Veolia Kunming Hong Kong UsD95,000,600/ 24% Water

UsDo1,875,208 investrment

Veolia Yellow River Hong Kong UsD250,000,000/ 49% Water

UsD151,195,839 investment
veolia Liuzhou Hong Kong UsSD32,124,448/ 45% Water
Usb32,124,448 investment
Shanxi Taichang The PRC RMB2,6080,190,000 30% Operating
RMB2,600,190,000 expressway
Hubei Shumyip Huayin  The PRC RMB110,000,000/ 49% Operating
RMB110,000,000 expressway
Beijing-Shanghai Not applicable RiMB16,000,000,000/ 39.375% Rajiway
High-speed Railway RMB1,074,650,000 investment
Equity Investment
Scheme (i)
Hangzhou Sundy The PRC RMB75,000,000/ 20% Real estate
RMB75,000,000 development
Ciming Body The PRC RMB70,426,829/ 15% Health and
Examination (/i) RMB70,426,829 body
examination
Ping An Rooseveli Hong Kong UsSD10,000/ 30% Retail investment
Holding Ltd. UsD10,000

Remarks:

{i%: The Group's capital commitment in fespect' of Beijing-Shanghai High-speed Railway Equily investment Scheme is included
in 46 (1).

{H): The Group's significant influence in Ciming Body Examination s established as a result of representation on the Board of
Directors, and in accordance with the artitles of association of Ciming Body Examination, the Group has the power to
veto significant financial and operating decisions.
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IPEN A5 at June 30, 2008

23. PREMIUM RECEIVABLES

June 30, December 31,
{in RMB million) 2008 2007
1

Premium receivables 6,349 4,613
Less: Provision for doubtful receivables (177) {(179)
Premium receivables, net 6,172 4,434
Life insurance 3,508 2,626
Property and casualty insurance 2,664 1,808
6,172 4,434

Premium receivables, net

Provision is made on a periodic basis for those amounts that are considered uncollectible. The credit
terms are generally for a period of one month, extending up to five months for major customers.

Overdue balances are reviewed regularly by senior management.

An aging analysis of premium receivables is as follows:

June 30, December 31,

(in RMB million) 2008 2007
within 3 months 5,689 4,263
Over 3 but within 6 months 374 142
Over 6 months 108 29
6,172 4,434

Total
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25.

REINSURERS' SHARE OF INSURANCE LIABILITIES

June 30, December 31,
{in RMB miliion) 2008 2007
Reinsurers’ share of unearned premium reserves 3,450 2,564
Reinsurers' share of claim reserves 3,614 2,304
Reinsurers’ share of policyholders' reserves 13 12
Total 7.077 4,880
DEFERRED POLICY ACQUISITION COSTS
Property
{in RMB million) ‘ Life and casualty Total
As at January 1, 2008 38,948 2,357 41,305
Deferred ! 6,941 2,523 9,464
Amaortized , {1,975) (2,173) (4,148)
!
As at June 30, 2008 [ 43,914 2,707 46,621
) Property
(in RMB miltion) | Life  and casualty Total
|
As at January 1, 2007 | 30,061 1,805 31,866
Deferred ' 5,176 2,082 7,258
Amortized ' (1,449) {(1,673) (3,122)
Effect of net unrealized gains an investments
through equity (shadow accounting adjustment) 67 - 67
As at June 30, 2007 33,855 2,214 36,069
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26. INVESTMENT PROPERTIES

Fair value

{in RMB mitlion) 2008 2007
Cost
As at January i, 4,506 1,918
Acquisition of subsidiaries - 2,046
Additions 94 301
Transfer to property and equipment, net (106) (24}
Disposals {14%) (66)
As at June 30, 4,353 4,175
Accumutated depreciation and impairment losses
As at January 1, 624 390
Acquisition of subsidiaries - 91
Charge for the period 77 76
Transfer to property and equipment, net {23) (3)
Disposals (2) (43)
Provision for impairment fosses - g8
As at June 30, 676 519
Net book value
As at January 1, 3,882 1,528
i As at June 30, 3,677 3,656
|
| 5,982 4,031

The fair value of the investment properties as at June 30, 2008 was estimated by the directors of the
Company having regard to valuations performed by independent valuers.

The rental income arising from investment properties during the Period amounted to RMB139 million
(Six months ended June 30, 2007: RMB151 million), which is included in net investment income.

As at June 30, 2008, investment properties with a carrying amount of RMB1,648 million (December
31, 2007: RMB1,701 million) were used to secure long term borrowings with an aggregate carrying

amount of RMB1,586 million (December 31, 2007: RMB1,612 million).

The Group was still in the process of applying for title certificates for investment properties with a net
hook value of RMB26 million as at June 30, 2008 (December 31, 2007, RMB192 million).
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27.

PROPERTY AND EQUIPMENT |

127

Office
1 equipment,
T furniture
Leasehold and Motor Construction
(in RMB million) improvements  Buildings fixtures vehicles in progress Total
Cost |
As at January 1, 2008 691 I 4,055 2,397 491 3,472 11,106
Additions 41 33 210 38 1,010 1,332
Transfer of construction ].
in progress 20. ! - - - (20 -
Transfer from investment
properties, net - 106 - - - 106
Disposals {141) 27) {219) (14) (729) (1,130
I
As at June 30, 2008 611 4,167 2,388 515 3,733 11,414
Accumuiated depraciation
and impairment losses |
As at January 1, 2008 405 ! 946 1,305 274 11 2,9